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The  Honorable  James  B.  Hunt,  Jr. 

Governor  of  North  Carolina 

The  Advisory  Budget  Commission  and 

Members  of  the  General  Assembly 

Gentlemen: 

I am  happy  that  the  end  of  the  1980-81  fiscal  year  brings  me  this  opportunity  to  fulfill  my  official 
duty,  and  to  present  to  you  this  Annual  Report  of  the  Department  of  the  State  Treasurer  for  the 
preceding  twelve  months. 

Although  we  are  aware  that  the  1980-81  year  was  one  which  brought  much  financial  stress  to  the 
nation  at  large,  North  Carolina  passed  through  this  troubled  period  relatively  unscathed.  This  resulted, 
in  major  degree,  from  our  continued  adherence  to  sound  fiscal  policies. 

For  the  year  ended  June  30,  1981,  the  Department’s  cash  management  program  earned  the  sum  of 
$156,000,000,  the  highest  such  figure  on  record.  Through  this  program,  which  we  continuously  refine, 
we  are  able  to  earn  an  investment  return  on  funds  which  remain  in  our  hands  for  only  a short  time 
before  they  must  be  paid  out  to  satisfy  the  State’s  obligations.  This  very  substantial  sum,  not  paid  by  the 
taxpayer,  serves  to  enable  us  either  to  hold  taxes  down  by  this  amount,  or  to  support  programs  which 
would  otherwise  require  increased  taxes. 

During  1980-81,  the  Department  sold  some  $150,000,000  worth  of  State  bonds.  Our  continuation 
of  the  State’s  Triple-A  credit  rating,  which  we  achieved  some  twenty  years  ago,  meant  that  the  tax- 
payers of  North  Carolina  were  saved  $22,450,000  in  interest  costs,  compared  with  the  average  interest 
paid  by  other  borrowers  nationwide. 

Our  continuing  work  with  the  local  governments  in  North  Carolina  — a process  by  which  the  sound- 
ness of  county  and  city  finance  is  maintained  — brought  to  completion  in  1980-81  a series  of  illustrative 
financial  statements.  These  are  proving  to  be  of  much  value  to  local  officials. 

Internally,  we  pursue  the  goal  of  increased  efficiency  of  operating  at  all  times,  and  have  been  able 
to  make  significant  progress  during  the  year. 

As  we  continue  on  our  course  into  a future  which  will  continue  to  be  subject  to  many  strains  and 
considerable  stress,  I can  assure  you  that  the  State  of  North  Carolina  is  in  a sound  condition.  I further 
assure  you  that  I intend  to  do  everything  within  my  power  to  keep  it  that  way. 


Sincerely 


Harlan  E.  Boyles 
State  Treasurer 


HEB/ml 


HARLAN  E.  BOYLES 

State  Treasurer 
of  North  Carolina 
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THE  STATE  TREASURER 


In  the  1979-80  Annual  Report,  there  was  a new  departure,  in  the  form  of 
comment  upon  a number  of  issues  which  the  Treasurer,  personally,  felt  to  be  of 
extreme  importance  to  the  people  of  North  Carolina.  Pointing  out  that  both  the 
constitution  and  the  general  statutes  indicated  that  the  Treasurer  had  an  in- 
herent responsibility  to  provide  guidance  on  matters  affecting  the  fiscal  sta- 
bility and  financial  soundness  of  the  State  and  its  constituent  agencies,  the 
Treasurer  addressed  certain  issues.  These  included  the  investment  of  monies 
held  by  the  State’s  Clerks  of  Court;  the  fiscal  policies  necessary  to  provide 
soundness  for  the  State’s  retirement  systems;  and  statutory  change  needed  to 
provide  an  adequate  framework  for  good  fiscal  control  in  the  Community  Col- 
lege System.  The  section  which  follows  deals  with  several  other  issues  which 
have  come  to  the  fore  during  1980-81. 


ORGANIZATION 
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REORDERING  THE  TAX  STRUCTURE:  Of  primary  importance  dur- 
ing 1980-81  has  been  the  amount  of  tax  revenue  available  to  support  the  major 
functions  of  State  government.  Highways  and  education  have  occupied  most 
attention  but  here  has  also  been  concern  about  adequate  supplies  of  clean 
water,  both  for  North  Carolina’s  citizens,  and  for  industry.  1980-81  was  the 
year  in  which  a shortfall  in  fuel  tax  revenue  became  readily  apparent,  and  the 
year  in  which  the  General  Assembly  approved  a three-cent-per-gallon  increase 
in  the  tax  on  gasoline  and  other  motor  fuels.  This  action  came  after  a special 
study  commission  on  highway  finance  had  made  its  report  on  highway  needs, 
and  had  broached  the  idea  of  an  increase  of  as  much  as  five  cents  per  gallon. 
Considerable  opposition  to  a gasoline  tax  increase  of  any  size  materialized,  and 
the  final  action  by  the  legislature  was  thus  in  the  nature  of  a compromise.  It  is 
now  imperative  that  increased  support  for  highway  building  and  maintenance 
be  applied  wisely.  In  the  light  of  the  necessity  for  the  nation  to  continue  to  im- 
port OPEC  oil,  conservation  efforts  are  continuing,  as  they  should.  Increases  in 
the  gasoline  price,  as  well  as  increases  in  the  tax  levied,  are  bound  to  result  in 
decreased  consumption,  so  this  situation  must  be  watched  carefully.  There  is  a 
considerable  sentiment  in  favor  of  a percentage-of-price  levy  upon  gasoline, 
rather  than  a cents-per-gallon  levy,  as  this  would  tend  to  counter  decreases  in 
revenue  which  would  follow  decreased  consumption  under  present  tax  prac- 
tices. 


BOND  ISSUES:  Long  prior  to  1980-81,  major  needs  of  the  State’s  school 
system  had  been  identified,  and  a bond  issue  of  $600,000,000  had  been  pro- 
moted. In  addition,  there  has  been  talk  of  major  bond  issues  for  highways,  and 
for  clean  water.  Though  there  is  recognition  of  needs  in  all  of  these  areas,  we 
cannot  ignore  the  fact  that  interest  rates  are  at  historic  highs,  and  now  stand  at 
around  13  per  cent  for  such  bonds  as  this  is  written.  When  bond  issues  are  pass- 
ed, payment  of  debt  services  comes  “off  the  top”  of  future  State  budgets.  It  can 
thus  be  both  a heavy  financial  burden,  and  can  preclude  the  possibility  of  the 
appropriation  by  the  State  for  other  badly  needed  programs. 

ALTERNATIVES  FOR  THE  FUTURE:  It  is  the  firm  belief  that  no  tax 
dollar  should  be  wasted,  and  that  the  level  of  taxation  should  be  held  to  the 
lowest  practicable  level.  While  the  State’s  citizens  have  legitimate  claims  upon 
the  State  for  a variety  of  vital  services  which  can  be  supplied  by  governmental 
means,  there  is  also  an  over-riding  concern  for  the  total  effect  upon  the  tax- 
payer’s pocketbook.  Though  total  revenue  is  a major  concern,  tax  equity  is  an 
over-riding  concern.  The  State’s  tax  system  must  be  fair,  and  it  should  provide 
the  best  possible  climate  for  economic  health,  and  for  continued  economic 
development.  Toward  that  end,  it  has  been  the  view  of  the  Treasurer  that  cer- 
tain changes  might  benefit  the  State’s  overall  tax  structure.  Among  these  are: 
elimination  of  the  tax  on  both  manufacturers’  and  merchants’  inventories; 
abolition  of  the  personal  property  tax,  including  the  tax  on  intangibles;  and 
substitution  of  an  increase  in  the  sales  tax  for  these  levies.  Such  action  would,  of 
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course,  be  in  the  nature  of  a “trade-off’ . If  it  were  effectuated,  problems  and 
expenses  of  both  collection  and  administration  would  be  streamlined,  and 
money  could  be  saved  in  these  areas.  It  would  be  immediately  necessary, 
however,  to  determine  what  share  of  the  revenue  would  go  to  schools,  what 
amount  to  local  governments,  and  so  on. 

AND  FINALLY:  There  is  a new  spirit  abroad  in  the  land,  especially  on 
the  national  level.  People  are  beginning  to  realize  that  there  must  be  limits  on 
taxation,  both  in  the  several  states,  and  in  Washington.  The  unfortunate  conse- 
quences of  deficit  spending  on  the  national  level  are  being  considered,  and  ac- 
tion is  being  taken.  So  far,  progress  seems  to  be  slow,  but  the  right  direction  is 
being  taken.  The  passage  of  time  should  bring  results,  if  the  resolve  of  the  peo- 
ple’s respresentatives  — in  the  State  as  in  the  nation  — does  not  weaken.  A 
brighter  economic  future  is  possible,  and  it  is  up  to  every  citizen  to  see  that  it 
comes  to  pass. 
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THE  INVESTMENT  AND  BANKING  DIVISION 


The  Investment  and  Banking  Division  is  organized  to  carry  out  three  of  the 
State  Treasurer’s  primary  functions.  The  first  of  these  is  acting  as  the  State’s 
banker  in  receiving  and  disbursing  all  State  monies.  The  second  is  administer- 
ing the  State’s  Cash  Management  Program  and  serving  as  the  custodian  of  and 
investment  officer  for  various  State  Trust  Funds.  The  third  is  arranging  for  the 
prompt  payment  of  the  principal  and  interest  on  the  State’s  general  obligation 
debt  as  it  matures.  These  functions  are  both  constitutional  and  statutory  in 
origin. 


ORGANIZATION 
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Investment  Highlights 


• Trust  Funds  under  management  at  June  30,  1981,  totaled  $5,120,000,000, 
with  a current  net  increase  in  assets  of  approximately  $2,000,000  per  calen- 
dar day. 

• Cash  return  on  the  common  stock  portfolio,  including  net  realized  capital 
gains  on  book  value,  equaled  11.51  % at  June  30,  1981.  Though  market  ap- 
preciation has  not  been  captured,  market  value  versus  book  value  was 
+ 20.44% , for  a total  potential  return  of  31.95% . 

• Average  yield  on  book  value  of  the  bond  portfolio  equaled  9.00%  at  June 
30,  1981,  up  from  8.31%  a year  earlier. 

• Average  yield  for  the  Retirement  Trust  Funds  increased  .65%,  as  a new 
high  of  8.79%  was  reached. 

• The  first  full  year  of  writing  covered  call  options  was  completed.  Net 
premiums  received  from  this  supplemental  income  program  amounted  to 
$3,129,000. 

• The  North  Carolina  Mortgage  Investment  Corporation  was  created,  which 
provided  funds  to  the  mortgage  banking  and  savings  and  loan  industries  for 
the  benefit  of  a severely  depressed  housing  market.  The  corporate  obliga- 
tion of  “NicMic”,  rated  AA,  also  provided  a sound  investment  opportunity 
at  a competitive  market  rate  for  the  Retirement  Trust  Funds. 

• Total  supplemental  income  exceeded  the  full  Departmental  budget  by  over 
$2  million. 

• Aggregate  earnings  of  the  Cash  Management  Program  since  its  inception  in 
1949  topped  $1  billion  in  FY  1980-81. 

• Legislation  was  implemented  which  enabled  the  State  Treasurer  to  hold 
pools  of  securities  pledged  by  financial  institutions  to  collateralize  public 
deposits. 

• A Cash  Concentration  Program  was  instituted  which  will  combine  a large 
number  of  State  agency  bank  accounts  throughout  the  State  into  the  cen- 
tral clearing  accounts  in  Raleigh.  This  program  reduces  operating  costs  and 
makes  cash  available  more  quickly  for  investment. 

• The  continued  use  of  the  Depository  Trust  Company’s  facilities  in  FY 
1980-81  resulted  in  substantial  savings  in  administrative  costs  through  their 
receipt  and  delivery  of  securities  on  behalf  of  the  Division.  Further,  the  use 
of  DTC  augmented  the  securities  lending  program  and  the  dividend 
reinvestment  program. 


The  Basic  Functions 

STATE  BANKER:  The  General  Assembly  of  North  Carolina  has  pro- 
vided the  State  with  a centralized  system  for  receiving  and  disbursing  State 
monies.  Under  this  system,  all  revenues  collected  by  an  agency,  department  or 
institution  on  behalf  of  the  State  must  be  deposited  daily  to  the  account  of  the 
State  Treasurer,  in  a bank  designated  by  him  for  that  purpose.  A companion 
provision  requires  that  the  Treasurer  be  promptly  notified  of  such  deposits. 
This  procedure  assures  that  the  State  itself  will  be  the  primary  beneficiary  of 
the  flow  of  funds  through  its  bank  accounts  in  the  course  of  conducting  State 
business. 

Since  North  Carolina  does  not  maintain  checking  accounts  through  which 
to  pay  its  obligations,  the  Treasurer  acts  as  banker  for  the  various  agencies, 
departments  and  institutions  of  the  State  as  they  disburse  authorized  monies. 
Accounts  are  maintained  for  each,  much  as  a commercial  bank  maintains  ac- 
counts for  its  customers,  with  the  balance  established  pursuant  to  legislative  ac- 
tion. When  funds  must  be  disbursed  to  meet  a valid  obligation,  a warrant  is 
drawn  on  the  State  Treasurer  in  payment.  These  warrants  are  processed 
through  the  commercial  banking  system  by  the  recipients,  ultimately  being 
presented  to  the  Bank  Clearing  Section  of  the  Division  for  payment.  The  validi- 
ty of  each  warrant  is  checked  before  it  is  charged  against  the  account  of  the  is- 
suing agency,  department  or  institution.  The  presenting  bank  is  then  reim- 
bursed through  the  Treasurer’s  central  clearing  accounts,  which  are  main- 
tained in  various  Raleigh  banks  for  this  express  purpose. 

Over  fifteen  million  warrants,  with  a face  value  of  twelve  billion  nine 
hundred  million  dollars,  were  processed  by  the  Bank  Clearing  Section  during 
the  fiscal  year  ended  June  30,  1981.  Improved  work  methods,  procedures  and 
communications  with  agencies  helped  to  decrease  the  warrant  rejection  rate 
from  6%  to  4%  of  items  presented.  In  addition,  the  repeal  of  a statutory  sixty- 
day  warrant  validity  period  removed  a labor-intensive  step  in  the  clearing  pro- 
cess for  the  Division,  State  financial  officers,  and  the  banking  industry. 

INVESTMENT  MANAGEMENT:  The  investment  objective  for  all 
funds,  both  long-term  and  short-term,  is  to  achieve  the  highest  yield  consistent 
with  safety  of  principal.  Prudence  in  discharging  this  fiduciary  obligation  re- 
quires that  all  investments  be  reviewed  constantly,  so  that  opportunities  in  the 
secondary  markets  to  improve  the  quality  and/or  the  yield  are  not  overlooked. 

Investment  Policy  — In  conducting  the  activities  of  the  Investment  and 
Banking  Division,  it  is  the  Treasurer’s  policy  to  do  business  within  the  State  of 
North  Carolina  whenever  it  can  be  done  at  no  disadvantage  to  the  Cash 
Management  Program  or  the  Trust  Funds.  As  an  example,  it  is  a matter  of  some 
pride  that  each  time  the  Investment  Section  has  participated  as  a buyer  in  an 
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underwriting  of  securities  . . . equity  or  fixed  income  ...  it  has  always  allocated 
its  purchases  among  the  known  in-State  underwriters.  Further,  the  Investment 
and  Banking  Division  has  sought  out  opportunities  within  the  State  which 
would  provide  both  competitive  market  returns  to  the  investment  programs 
and  cash  infusions  to  North  Carolina  businesses  and  industries.  These  efforts 
ultimately  serve  to  benefit  the  retired  and  active  pension  fund  members,  the 
taxpayers  and  the  general  population  of  the  State  of  North  Carolina. 

The  Cash  Management  Program  — In  order  to  mobilize  statewide 
receipts,  the  Accounting  Section  of  the  Division  daily  drafts  into  the  central 
clearing  accounts  in  Raleigh  monies  deposited  throughout  the  State  in  the 
designated  collection  accounts.  By  this  process  of  concentration,  funds  which 
have  little  impact  when  scattered  around  the  State  become  an  important  poten- 
tial source  of  non-tax  revenue. 

The  Investment  Section  of  the  Division  computes  the  daily  excess  cash 
which  is  available  for  investment.  This  figure  is  based  on  the  ending  balances  of 
the  previous  day,  plus  or  minus  the  net  difference  between  the  certified  deposits 
and  the  disbursing  warrants  for  the  current  day.  The  excess  cash  in  the  State 
Treasurer’s  central  clearing  accounts  is  then  invested  in  highly  liquid,  short- 
term securities,  as  permitted  by  law.  Because  the  Treasurer’s  cash  balances  are 
ultimately  subject  to  disbursement  upon  presentation  of  valid  warrants,  the 
primary  considerations  in  making  these  investments  are  safety  and  liquidity; 
the  secondary  consideration  is  income.  Nevertheless,  revenues  from  the  Cash 
Management  Program  reached  an  all-time  high  of  over  one  hundred  fifty-six 
million  dollars  in  the  fiscal  year  ended  June  30,  1981.  From  this  total,  one  hun- 
dred four  million  dollars  was  earned  for  the  General  Fund  — its  largest  source 
of  non-tax  revenue,  and  fourth  largest  source  of  all  revenues,  tax  and  non-tax. 

Despite  the  constant  income  and  outgo  of  funds,  there  is  a determinable 
amount  or  “core”  of  deposits  in  the  Treasurer’s  cash  balances  which  does  not 
fluctuate  materially.  Thus,  a reasonable  portion  can  be  invested  in  Certificates 
of  Deposit  and  Savings  Certificates  issued  by  North  Carolina  banks  and  savings 
and  loan  associations,  although  these  instruments  are  not  strictly  “highly 
liquid”.  Subject  to  statutory  and  administrative  regulations,  these  organiza- 
tions may  request  such  funds  when  they  are  available.  The  Treasurer  sets  the 
interest  rate,  which  by  State  law  may  not  be  less  than  the  return  available  on 
U.  S.  Government  and/or  Agency  securities  of  comparable  maturity.  Current 
practice  is  to  issue  such  certificates  for  a term  of  six  months,  with  maturities 
scheduled  to  fall  due  weekly,  in  order  to  afford  a measure  of  liquidity.  Chart  1 
indicates  the  fluctuation  of  the  interest  rates  on  Certificates  of  Deposit  and  Sav- 
ings Certificates  during  the  reporting  period. 
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Chart  1 


INTEREST  RATES 
on  Certificates  of  Deposit 
and  Savings  Certificates 
July  1,  1980  - June  30,  1981 


Rate  ( % ) 

Effective  Date 

Rate  ( % ) 

Effective  Date 

8 1/4 

7-01-80 

15 

1-06-81 

8 1/2 

7-08-80 

16  1/4 

1-13-81 

8 7/8 

7-29-80 

15  3/4 

1-27-81 

9 1/4 

8-05-80 

16  1/4 

2-10-81 

9 1/2 

8-12-80 

15 

2-24-81 

10  3/8 

8-19-80 

15  1/2 

3-03-81 

10  7/8 

8-26-80 

14  3/4 

3-10-81 

11  1/2 

9-16-80 

13  1/2 

3-17-81 

11  5/8 

9-23-80 

13  1/4 

3-31-81 

12  1/2 

9-30-80 

15 

4-07-81 

12 

10-07-80 

15  1/2 

4-28-81 

12  1/4 

10-21-80 

17  7/8 

5-05-81 

13  1/2 

10-28-80 

17  1/4 

5-19-81 

14  1/4 

11-05-80 

17 

5-26-81 

15  1/4 

11-18-80 

16  1/4 

6-02-81 

15  3/4 

12-02-80 

16 

6-09-81 

17  5/8 

12-09-80 

15  1/4 

6-16-81 

17  7/8 

12-16-80 

16 

6-23-81 

17 

12-23-80 

16 

12-30-80 

The  Trust  Fund  Investment  Program  — The  State  trust  funds  are  com- 
posed principally  of  seven  retirement  systems,  the  largest  three  being  the 
Teachers’  and  State  Employees’  Retirement  System,  the  Local  Governmental 
Employees’  Retirement  System  and  the  Law  Enforcement  Officers’  Benefit  and 
Retirement  Fund.  To  these  funds  belong  98%  of  all  the  trust  assets  under 
management.  In  addition  to  the  retirement  systems,  eleven  other  Trust  Funds 
are  managed,  including  the  Employee  Disability  Fund,  the  Treasurer’s  Escheat 
Fund,  the  State  Property  Fire  Insurance  Fund,  various  Educational  Trust 
Funds  and  the  Insured  Student  Loan  Program.  Beginning  in  1979,  the 
Legislature  directed  that  certain  University  System  funds  be  deposited  with  the 
Treasurer  and  credited  with  investment  earnings.  Further  amendments  to  the 
basic  investment  law  also  permitted  “any  official,  board,  commission,  or  other 
public  authority  of  the  State,  local  government,  school  administrative  unit, 
local  ABC  board  or  community  college”  to  deposit  specified  funds  with  the 
Treasurer  for  investment. 
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Inviolability  of  Retirement  System  Assets  — The  Retirement  Systems’  in- 
vestment integrity  is  held  inviolate  by  Article  V,  Section  6 of  the  North 
Carolina  Constitution,  which  provides  that  Retirement  System  funds  shall  not 
be  used  “for  any  purpose  other  than  retirement  system  benefits  and  purposes, 
administrative  expenses  and  refunds.”  It  further  states  that  such  funds  “shall 
not  be  applied,  diverted,  loaned  to,  or  used  by  the  State,  any  State  agency, 
State  officer,  public  officer,  or  public  employee.” 

The  Investment  Pooling  Program  — The  investment  objectives  of  both  the 
Cash  Management  and  the  Trust  Fund  Programs  are  achieved  through  par- 
ticipation in  one  or  more  investment  funds  or  “pools”  established  by  the 
Treasurer,  as  authorized  by  State  law.  These  are: 

The  Short-term  Fixed  Income  Investment  Fund 
The  Long-term  Fixed  Income  Investment  Fund 
The  Equity  Investment  Fund 

The  Cash  Management  Program,  because  of  its  primary  need  for  safety 
and  liquidity,  is  totally  invested  in  the  Short-term  Fund.  Also  participating  are 
the  cash  balances  of  the  two  other  Investment  Funds,  Long-term  and  Equity. 
Thus,  all  cash  deposited  with  the  Treasurer  in  any  fund  under  management  is 
always  fully  invested. 

The  Trust  Fund  Investment  Program  participates  in  all  three  pools,  in  ac- 
cordance with  the  needs  of  the  individual  funds.  Every  trust  account,  large  or 
small,  thus  has  access  to  all  of  the  investment  opportunities  available,  and 
shares  the  cost  of  the  investment  management  function  equitably,  in  the  ratio 
of  its  participation. 

Charts  2 and  3 demonstrate  the  distribution  of  investments  by  Funds  and 
source  of  assets. 
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CHART  2 
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CHART  3 
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Investment  fund  assets  under  management  reached  a total  of 
$6,498,305,000  at  June  30,  1981.  For  the  Retirement  Systems,  which  par- 
ticipate in  all  three  investment  funds,  the  composite  annualized  yield  rose  to 
8.79%,  up  65  basis  points  from  8.14%  a year  earlier. 

Additional  income  resulting  from  the  active  management  of  the  Invest- 
ment Funds  (supplemental  income)  for  the  fiscal  year  was  $7,245,035  for  all 
three  Funds.  To  illustrate  the  magnitude  of  these  supplemental  earnings,  the 
operating  budget  for  the  Department  of  State  Treasurer  for  the  fiscal  year  was 
$5,077,000. 

INVESTMENT  ACTIVITY:  Earnings  for  the  Short-term  Fixed  Income 
Investment  Fund  totaled  over  $156  million  for  the  year.  According  to  statistics 
published  by  the  North  Carolina  Department  of  Revenue,  the  Fund  is  the 
General  Fund’s  largest  source  of  non- tax  revenue,  and  is  the  fourth  largest  for 
all  types  of  revenue.  At  year  end,  the  annualized  rate  of  return  was  12.43% . 
The  Fund  varied  in  size  from  $1.3  billion  to  $1.6  billion  during  the  fiscal  year, 
reflecting  chiefly  the  ebb  and  flow  of  State  revenues,  with  approximately  one- 
fifth  invested  in  the  in-State  CD  and  Savings  Certificate  program.  Supplemen- 
tal income  earned  for  the  Short-term  Fund  during  FY  1980-81  was  as  follows: 

Fail  Balance  Earnings  $ 9,980 

Securities  Lending  Fees  1,306,250 

Total  $1,316,230 

Charts  4 and  5 show  the  annual  average  balances  and  the  annual  earnings 
of  the  Short-term  Fund. 

The  par  value  of  the  Long-term  Fixed  Income  Investment  Fund  at  June 
30,  1981,  exceeded  $4  billion.  Through  new  money  investment  and  bond  ex- 
change activity,  the  annualized  rate  of  return  on  the  Fund  rose  to  9.00%  from 
8.31%  a year  earlier,  an  increase  of  69  basis  points.  Other  Long-term  Fund 
statistics  are: 


Quality 

AAA 

AA 

A 


Average  Maturity 


June  30,  1981 

63% 

26% 

11% 

100.0% 

21.7  years 
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CHART  4 
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To  produce  these  results  required  the  following  activity  during  FY 
1980-81: 


Exchange  proposals  analyzed 
Number  of  trades  executed 
Par  value,  both  sides  of  trades 
Number  of  new  money  purchases  made 
Par  value,  new  money  purchases 


1,479 

293 

$1,567,103,717 

134 

$ 398,170,638 


Supplemental  income  earned  for  the  Long-term  Fund  during  FY  1980-81 
was  as  follows: 


Fail  balance  earnings  $ 291,284 

Securities  lending  fees  1,195,317 

GNMA  forward  commitment  fees  and 

miscellaneous  income  433,979 

Total  $1,920,580 

In  the  Equity  Investment  Fund  the  dollar  volume  of  equity  transactions 
totaled  $340,273,225,  involving  499  separate  transactions  and  7,696,012  shares 
of  stock.  The  annualized  rate  of  return  on  book  value  from  dividends  and  net 
realized  capital  gains  equaled  10.83%.  Earnings  from  the  Supplemental  In- 
come programs  (stated  below)  increased  the  annualized  rate  of  return  to 
11.51  % . Market  value  of  the  Fund  at  June  30,  1981,  was  $705,722,568,  exceed- 
ing book  value  by  20.44%  . Though  this  market  appreciation  has  not  been  cap- 
tured, it  brings  the  total  potential  return  up  to  31.95% . Summarizing  the  sup- 
plemental income  program  for  the  Equity  Fund,  a total  in  excess  of  $4  million 
was  earned: 


Fail  balance  earnings  $ 52,552 

Securities  lending  fees  717,634 

Options  writing  3,128,657 

Dividend  reinvestment  109,382 

Total  $4,008,225 


DEBT  MANAGEMENT:  The  Investment  Section  is  responsible  for  hav- 
ing “readily  available  funds”  in  the  hands  of  the  paying- agent  banks  on  a time- 
ly basis  to  meet  the  maturing  principal  and  interest  of  the  State’s  general 
obligation  debt.  This  function  is  vital  to  the  maintenance  of  our  “AAA”  rating. 
Although  such  funds  belong  to  the  bondholders  on  due  date,  they  are  kept  in- 
vested by  means  of  the  Short-term  Fund  up  to  the  actual  day  of  payment,  under 
the  existing  Debt  Service  Agreement.  A thorough  discussion  of  the  Treasurer’s 
Debt  Management  function  can  be  found  in  the  annual  report  of  the  Division  of 
State  and  Local  Government  Finance. 
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OTHER  SERVICES:  The  Operations  Section  is  primarily  responsible  for 
the  completion  of  all  investment  transactions,  including  the  receipt  and 
delivery  of  securities,  the  collection  of  interest  and  dividends  and  monitoring 
the  Department’s  relationships  with  the  custodial  banks.  Operations  also 
monitors  compliance  by  the  North  Carolina  commercial  banking  system  with 
the  collateralization  requirements  for  State  funds  on  deposit.  In  other  areas  of 
responsibility,  the  Treasurer,  through  the  Operations  Section  of  the  Investment 
and  Banking  Division,  also  provides  custodial  services  for  securities  held  by  cer- 
tain other  departments  of  State  government,  including  Agriculture,  Commerce 
(Industrial  Commission),  Human  Resources,  Insurance,  Public  Education, 
Revenue  and  Transportation  (Motor  Vehicles  Division).  These  custodial  ser- 
vices are  similar  to  those  provided  for  the  securities  of  the  three  Investment 
Funds. 

The  Accounting  Section  of  the  Division,  in  addition  to  performing  the  ac- 
counting function  for  the  Treasurer  as  it  relates  to  his  investment  respon- 
sibilities, maintains  budgetary  accounting  ledgers  for  all  agencies,  departments 
and  institutions  of  the  State  government.  This  critical  function  is  central  to  the 
State’s  system  of  financial  checks  and  balances,  and  therefore  to  its  credit  stan- 
ding and  reputation  for  fiscal  integrity. 

New  Programs  Implemented 

CASH  CONCENTRATION:  The  Cash  Management  Program  has  been 
made  more  efficient  by  the  implementation  of  a program  of  cash  concentra- 
tion. Prior  to  July  1,  1980,  receipts  of  over  200  State  agencies  were  deposited 
daily  into  various  local  bank  accounts,  each  requiring  individual  statements 
and  reconcilement.  On  July  1,  1980,  a State  Treasurer’s  account  with  First 
Union  National  Bank  in  Raleigh  was  established,  into  which  were  deposited  all 
State  funds  received  by  that  bank’s  branch  offices.  Two  additional  banks, 
North  Carolina  National  Bank  and  Wachovia  Bank  and  Trust  Company  were 
brought  into  a similar  arrangement  later  in  the  year.  Under  the  program, 
deposits  to  the  Treasurer’s  account  state- wide,  in  any  branch  of  the  particular 
bank,  automatically  become  available  funds  in  the  Raleigh  account  the  next 
day.  Further,  the  program  in  the  three  pilot  banks  has  reduced  the  number  of 
separate  bank  accounts  involved  from  43  to  3.  The  program  will  gradually  be 
extended  to  other  banks. 

POOLING  OF  COLLATERAL:  State  law  requires  that  public  deposits 
in  North  Carolina  banks  and  savings  and  loan  associations  be  adequately  pro- 
tected. Deposit  insurance  provided  by  the  Federal  Deposit  Insurance  Corpora- 
tion, the  Federal  Savings  and  Loan  Insurance  Corporation  or  the  North 
Carolina  Savings  Guaranty  Corporation  (a  private  organization)  protects  the 
first  $100,000  of  a public  depositor’s  funds.  Pledging  of  investment  securities  as 
collateral  is  required  to  secure  funds  exceeding  this  amount.  A pooling  of  col- 
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lateral  program  was  begun  August  1,  1980,  which  allows  financial  institutions 
to  collateralize  the  deposits  of  cities,  counties  and  other  public  units  through 
the  State  Treasurer.  The  program  cuts  administrative  costs  for  both  the  finan- 
cial institutions  and  the  local  governmental  units.  Since  the  inception  of  the 
pool,  the  par  value  of  securities  pledged  has  jumped  from  $385,000,000  to 
nearly  $1  billion.  Less  than  one-fourth  of  these  securities  are  pledged  to  secure 
State  funds,  with  the  remainder  pledged  to  secure  deposits  of  local  units  of 
government,  an  indication  of  the  broad  acceptance  of  the  program. 

INTERNAL  CLEARING  OF  STATE  WARRANTS:  Of  the  millions  of 
State  warrants  which  are  processed  through  the  banking  system  each  year,  a 
large  portion  have  been  interagency  payments;  that  is,  payments  made  from 
one  State  agency  to  another.  As  a part  of  the  Cash  Management  Program,  these 
interagency  payments  no  longer  involve  the  banking  community,  but  are 
cleared  internally.  This  process,  which  accounted  for  38%  of  the  total  dollar 
amount  paid  from  agency  disbursing  accounts  in  FY  1980-81,  helps  to  eliminate 
the  inflation  in  agency  depository  accounts  in  the  commercial  banking  system 
throughout  the  State. 

CENTRALIZED  MANAGEMENT  OF  FEDERAL  FUNDS:  Beginning 
January  1,  1981,  a pilot  program  was  instituted  jointly  with  the  Controller’s 
Office  of  the  State  Board  of  Education  to  centralize  the  receipt  and  disburse- 
ment of  Federal  monies  dedicated  to  the  use  of  public  schools.  The  program 
began  with  eleven  school  systems.  The  remaining  133  units  are  to  be  on  the  pro- 
gram on  July  1,  1981. 

ELECTRONIC  FUNDS  TRANSFER  (EFT):  The  Department  is  conti- 
nuing to  phase-in  the  use  of  electronic  transfer  of  funds  for  financial  transac- 
tions. Applications  of  EFT  include  payroll,  settlement  of  security  transactions, 
interest  collections,  debt  payment  settlements  and  adjustments  in  clearing  bank 
balances.  The  benefits  of  EFT  will  be  most  apparent  in  the  reconcilement  of  ac- 
counts and  in  the  clearing  process.  The  use  of  EFT  for  payroll  alone  will  reduce 
the  number  of  warrants  issued  by  nearly  700,000  per  year. 

DIVIDEND  REINVESTMENT  PROGRAM:  A program  to  capture  the 
discount  offered  by  certain  corporations  through  dividend  reinvestment  was 
begun  in  October,  1980.  A number  of  corporations  in  which  the  Equity  Invest- 
ment Fund  owns  common  stock  offer  a minimum  5 % discount  from  the  market 
value  of  their  stock,  in  order  to  encourage  investors  to  take  additional  shares  in 
lieu  of  the  cash  dividend.  When  given  this  opportunity,  the  Investment  Section 
takes  the  discounted  stock.  It  thus  foregoes  the  cash  dividend,  sells  the  stock  at 
the  market  price,  and  captures  the  discount.  In  the  nine  months  the  program 
has  been  in  operation,  it  has  generated  $109,382  in  excess  of  the  foregone  cash 
dividend  as  supplemental  income  for  the  Equity  Fund. 
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IN-STATE  FINANCING  PROGRAMS:  As  previously  stated,  it  is  the 
Treasurer’s  policy  to  seek  investment  opportunities  within  the  State  which  pro- 
vide sound  and  competitive  market  returns.  In  keeping  with  this  concept,  the 
Investment  Section  has  designed  three  programs  which  in  FY  1980-81  provided 
a total  cash  infusion  of  over  $200  million  to  the  housing  industry  in  North 
Carolina.  These  programs  involve  the  North  Carolina  Mortgage  Investment 
Corporation,  Government  National  Mortgage  Association  Forward  Com- 
mitments and  Federal  Housing  Administration  Project  Auction  Participations. 

The  North  Carolina  Mortgage  Investment  Corporation  is  a private,  for- 
profit  corporation  which  was  conceived  by  the  Treasurer  and  established  by 
members  of  the  mortgage  banking  community  of  North  Carolina  as  an  invest- 
ment vehicle  through  which  the  Long-term  Investment  Fund  could  purchase 
securities  backed  by  pools  of  North  Carolina  conventional  home  mortgages. 

Since  “NicMic”  is  a part  of  the  private  rather  than  the  public  sector,  the 
Treasurer’s  Office  has  no  direct  financial  interest  in  or  control  of  its  operations. 
This  program,  which  is  a national  “first”,  required  a two-year  effort  on  the 
part  of  the  investment  banking  firm  of  Salomon  Brothers,  the  North  Carolina 
Savings  and  Loan  League  and  the  North  Carolina  Section  of  the  Mortgage 
Bankers  of  the  Carolinas.  The  first  loan  was  negotiated  in  September,  1980; 
formally  committed  to  in  January,  1981;  and  closed  on  April  23,  1981.  Forty- 
eight  North  Carolina  mortgage  lending  institutions  participated  in  this  land- 
mark financing,  which  had  a par  value  of  $53  million. 

The  GNMA  Forward  Commitment  program  is  similar  to  the  Nic-Mic  pro- 
gram in  that  it  purchases  for  the  Long-term  Fixed  Income  Investment  Fund 
securities  backed  by  pools  of  FHA  and  VA  mortgage  loans  on  North  Carolina 
residences.  While  the  Government  National  Mortgage  Association  is  national  in 
scope,  the  program  involves  only  pools  originated  in  North  Carolina  by  in-State 
lenders.  In  FY  1980-81,  a total  in  excess  of  $125  million  was  purchased  by  the 
Long-term  Fund  through  GNMA. 

In  two  transactions  during  the  year,  the  Long-term  Fixed  Income  Invest- 
ment Fund  purchased  the  mortgages  on  eleven  Federal  Housing  Administration 
Insured  Projects.  These  projects,  which  provide  multiple  unit  housing,  are  all 
located  within  North  Carolina.  In  addition,  the  transactions  were  arranged 
through  financial  intermediaries  having  offices  in  the  State.  The  total  amount 
of  these  loans  amounted  to  nearly  $24  million. 

Projects  in  Progress 

BANKERS’  ACCEPTANCES  AND  COMMERCIAL  PAPER:  The  State 
Treasurer  has  recommended  that  the  Legislature  amend  the  North  Carolina 
General  Statutes  to  add  prime  quality  Commercial  Paper  and  Bankers’  Accep- 
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tances  to  the  list  of  eligible  investments  for  the  Short-term  Fixed  Income  Invest- 
ment Fund.  The  inclusion  of  these  instruments  will  allow  the  Short-term  Fund 
to  capture  a higher  rate  of  return  on  its  investments  and  to  select  exact  maturity 
dates  to  fit  its  needs.  This  will  also  benefit  North  Carolina  cities  and  counties, 
since  their  statutes  include  by  reference  those  investments  allowed  to  the  State 
Treasurer. 

EQUITY  ADVISORS:  For  the  past  several  years  the  Equity  Investment 
Fund  has  been  advised  by  Alliance  Capital  Management  Corporation  of  New 
York  and  Thorndike,  Doran,  Paine  and  Lewis,  Inc.  of  Boston.  An  effort  has 
been  in  progess  to  add  substantially  to  the  Equity  Fund’s  commitment,  and  to 
employ  additional  advisors  from  within  the  State.  It  is  anticipated  that  four 
North  Carolina  trust  banks  will  advise  on  portfolios  of  $50  million  each,  begin- 
ning July  1,  1981,  bringing  the  book  value  of  the  Fund  to  over  $800  million. 
The  commitment  may  be  expanded,  based  on  the  performance  records  of  the 
advisors. 

PUT  OPTIONS:  A study  is  presently  underway  to  determine  the 
feasibility  of  beginning  a “put”  option  writing  program.  In  such  a program,  the 
Equity  Investment  Fund  would  sell  its  commitment  to  buy  a common  stock  at  a 
prearranged  price  within  a given  time-frame.  Whether  or  not  the  Fund  buys 
the  stock,  it  retains  the  premium  paid  for  this  commitment.  If  the  stock  is  “put” 
to  the  Fund,  its  cost  is  reduced  by  the  premium  received;  if  not,  the  premium 
becomes  supplemental  income. 

PERFORMANCE  MEASUREMENT:  Over  the  years,  the  Investment 
Section  has  attempted  to  evaluate,  or  have  evaluated,  the  performance  of  the 
Equity  Investment  Fund.  The  task  has  been  very  difficult,  due  in  part  to  the 
small  universe  of  comparable  investment  portfolios  held  by  public  funds  and 
available  in  a form  by  which  to  fairly  judge  performance.  A further,  and 
perhaps  more  important  limitation,  has  been  the  total  lack  of  uniformity  in 
reporting  and  measuring  performance  among  public  funds.  Given  the  size  of 
the  North  Carolina  Fund,  its  investment  goals  and  quality  requirements,  com- 
paring the  Fund’s  performance  with  measures  not  subject  to  similar  goals  and 
requirements  has  provided  little  useful  information. 

A new  effort  was  begun  in  July,  1980,  to  find  an  accurate  method  of 
measuring  the  performance  of  the  Equity  Investment  Fund.  A study  is  cur- 
rently underway  which  is  examining  both  existing  methods  of  measurement  in 
the  industry  and  the  feasibility  of  creating  a measurement  technique  unique  to 
this  Fund.  The  concept  of  a standard  of  measurement  for  public  funds  is  con- 
currently being  advocated  by  the  Treasurer  among  our  peers. 

CONFIRMATION  OF  INVESTMENT  TRANSACTIONS:  In  keeping 
with  modern  practice,  our  custodial  banks.  First  Union  National  Bank  for  the 
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Equity  Investment  Fund  and  Chase  Manhattan  Bank  for  the  Long-term  Fixed 
Income  Investment  Fund,  hold  all  eligible  securities  in  book-entry  form  in  the 
Depository  Trust  Company  in  New  York.  These  arrangements  facilitate  receipt 
and  delivery  of  securities,  the  securities  lending  program  and  the  dividend 
reinvestment  program. 

The  Operations  Section  is  now  beginning  the  utilization  of  the  Depository 
Trust  Company’s  Institutional  Delivery  System  for  verifying  investment  tran- 
sactions. The  Section  currently  receives  confirmation  of  investment  transac- 
tions from  brokers,  via  a DTC  computer  terminal,  on  trade  day  plus  one.  This 
allows  all  figures  to  be  verified  prior  to  settlement  day,  in  order  to  avoid 
delivery  problems.  The  use  of  the  Institutional  Delivery  System  will  employ 
this  same  method  of  confirmation  with  the  custodial  banks,  thereby  stream- 
lining the  settlement  process  and  avoiding  unnecessary  problems  caused  by  in- 
efficient communications. 

Exhibits  A,  B,  C,  D,  E,  F,  G and  H and  supporting  statements  are  integral 
parts  of  this  report  concerning  the  Investment  and  Banking  Division. 
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THE  STATE  AND  LOCAL  GOVERNMENT 
FINANCE  DIVISION 


The  State  and  Local  Government  Finance  Division  was  organized  to  pro- 
vide the  State  Treasurer  with  staff  assistance  in  such  areas  as  he  requests  and  to 
provide  the  staff  required  by  the  Local  Government  Commission  to  fulfill  its 
statutory  functions.  To  provide  these  services,  the  Division  is  organized  along 
functional  lines  to  provide  two  major  groups  of  services:  Debt  Management  and 
Fiscal  Management.  In  addition,  the  Deputy  Treasurer-Division  Director 
serves  as  the  Secretary  of  the  Local  Government  Commission. 

Highlights  of  activity  for  the  year  were  the  sales  of  $150,000,000  of  bonds 
for  the  State,  $276,148,800  of  bonds  and  notes  for  local  governmental  units  and 
$521,102,986  of  special  obligation  bonds  and  notes.  See  Chart  7,  Debt  Manage- 
ment Activities.  Among  the  other  major  accomplishments  were  the  issuance  of 
illustrative  financial  statements  for  both  counties  and  municipalities  and  the 
implementation  of  a new  consolidated  reporting  form  which  has  reduced  the 
reporting  requirements  of  the  local  units. 


ORGANIZATION 
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Assistance  to  State  Agencies 

DEBT  MANAGEMENT:  The  State  Treasurer  is  responsible  for  the  is- 
suance and  servicing  of  all  State  debt  secured  by  a pledge  of  the  taxing  power  of 
the  State.  After  approval  of  the  bond  issue,  the  Division  assists  in  determining 
the  cash  needs  and  most  appropriate  time  for  scheduling  sales  after  consultation 
with  other  State  agencies;  the  planning  for  repayment  of  the  debt  (maturity 
schedules);  preparing,  with  the  advice  and  cooperation  of  bond  counsel  and  the 
assistance  of  other  State  agencies,  the  Official  Statement  describing  the  bond 
issue  and  other  required  disclosures  about  the  State;  and  in  the  actual  sale  and 
delivery  of  the  bonds.  The  staff  of  the  Division  maintains  the  State  bond 
records  and  Register  of  Bonds  and  initiates  the  debt  service  payments  when 
they  become  due. 

In  addition,  the  Division  is  responsible  for  the  issuance  of  revenue  bonds 
for  the  North  Carolina  Medical  Care  Commission,  the  Public  Power  Agencies 
and  the  North  Carolina  Housing  Finance  Agency.  These  bonds  are  secured  only 
by  the  specific  revenues  pledged  in  payment  thereof.  The  staff  works  with  the 
Agency  personnel  in  scheduling  the  offering,  in  structuring  the  issue  and 
underlying  security  documents  and  in  preparing  the  data  which  must  be 
presented  to  the  Local  Government  Commission  for  its  approval  of  the  sale. 

The  Division  assists  the  State  Treasurer  in  representing  the  State  in  all 
presentations  to  Moody’s  Investor  Service,  Inc.,  and  Standard  and  Poor’s  Cor- 
poration, the  two  national  bond  rating  agencies  used  by  the  State  and  local 
governmental  units  in  North  Carolina.  As  a result  of  the  efforts  of  the  State 
Treasurer,  North  Carolina  continues  to  have  a “Triple- A”  (AAA)  rating,  the 
highest  rating  attainable.  This  favorable  rating  has  enabled  the  State  to  sell  its 
bonds  at  an  interest  rate  below  the  Bond  Buyer’s  Index,  thereby  providing 
tremendous  savings  to  the  North  Carolina  taxpayers.  The  estimated  savings  on 
the  $150,000,000  Bonds  sold  during  this  fiscal  year,  over  the  life  of  those  bonds, 
will  be  approximately  $22,450,250. 

At  June  30,  1981,  authorized  and  unissued  general  obligation  bonds  for  the 
State  amounted  to  $326,017,000  and  general  obligation  bonds  outstanding 
amounted  to  $763,200,000.  See  Exhibit  I. 

FISCAL  MANAGEMENT:  Several  projects  pertaining  directly  to  the 
State  were  worked  on  by  the  staff.  Most  of  the  projects  were  long  run  in  nature 
and  the  results  may  not  be  realized  for  as  long  as  2 to  4 years.  Among  these  pro- 
jects are: 

• State  Government  Accounting  Project  — This  project  was  begun  in 
1979  and  is  progressing  ahead  of  schedule.  Since  January,  1980,  one  of 
our  senior  professional  staff  members  has  served  on  the  main  Project 
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Committee  as  an  alternate  for  the  State  Treasurer.  The  staff  and  Ri;o- 
ject  Committee  are  well  along  in  the  process  of  combining  the  various 
issue  papers  into  one  paper  for  release  during  the  coming  year. 

• Review  of  North  Carolina  Accounting  and  Reporting  Policies  — The 
ad  hoc  committee  established  by  the  State  Auditor  and  State  Budget 
Officer  completed  its  work  on  examining  the  State’s  current  accoun- 
ting and  reporting  practices.  The  committee  recommended  that  the 
financial  statements  should  be  prepared  in  accordance  with  generally 
accepted  accounting  principles.  Another  senior  professional  staff 
member  from  the  Division  served  on  this  committee. 

• Other  Assistance  to  State  Agencies  — Efforts  were  continued  to  assist 
State  agencies  in  the  improvement  of  their  reporting  requirements  on 
local  governments.  This  was  accomplished  by  revising  account  struc- 
ture and  reporting  systems  for  human  services  as  part  of  the  work  on 
the  revision  of  the  Uniform  Accounting  System  chart  of  accounts. 

Assistance  to  Local  Governments 

Assistance  is  rendered  to  local  governments  and  public  authorities  in  North 
Carolina  on  behalf  of  both  the  Local  Government  Commission  and  the 
Municipal  Board  of  Control. 

The  North  Carolina  Local  Government  Commission,  a part  of  the  Depart- 
ment of  State  Treasurer,  approves  the  issuance  of  the  indebtedness  of  all  units 
of  local  government  and  assists  these  units  in  the  area  of  fiscal  management. 
The  Commission  is  composed  of  nine  members:  the  State  Treasurer,  the 
Secretary  of  State,  the  State  Auditor,  the  Secretary  of  Revenue,  and  five  others 
by  appointment  (three  by  the  Governor,  one  by  the  Lieutenant  Governor,  and 
one  by  the  Speaker  of  the  House  of  Representatives).  The  State  Treasurer  serves 
as  Chairman  and  selects  the  Secretary  of  the  Commission,  who  heads  the  ad- 
ministrative staff  serving  the  Commission. 

DEBT  MANAGEMENT:  A major  function  is  the  approval,  sale  and 
delivery  of  all  North  Carolina  local  government  (including  public  power  agen- 
cies) bonds  and  notes  upon  the  recommendation  of  the  staff  of  the  Division. 
Before  any  unit  can  incur  debt,  the  proposed  issue  must  be  approved  by  the 
Commission.  The  statutes  require  that,  before  giving  its  approval,  the  Commis- 
sion must  make  affirmative  determination  in  the  areas  of  necessity  and  expe- 
diency, size  of  the  issue,  the  unit’s  debt  management  policy,  taxes  needed  to  ser- 
vice the  debt  and  the  ability  of  the  unit  to  repay. 

The  Division  staff  works  with  the  local  governmental  units  before  the  ap- 
plication for  approval  is  submitted.  The  staff  counsels  and  assists  the  units  on 
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the  structure  of  the  financing,  the  fiscal  policies  of  the  unit  and  the  most  ap- 
propriate timing  for  sales.  The  structure  is  concerned  with  the  necessity  of  the 
project,  the  reasonableness  of  the  size  of  the  project  and  the  most  expedient 
forms  of  financing  the  project.  Fiscal  policies  considered  are  debt  management 
policies,  the  effect  of  the  financing  on  the  unit  tax  rate  and  its  record  of  com- 
pliance with  the  Local  Government  Budget  and  Fiscal  Control  Act.  The  ap- 
propriate timing  of  the  sales  is  based  upon  when  the  money  will  actually  be 
needed,  anticipated  interest  rates  and  when  the  bonds  can  be  sold  with  a 
minimum  of  competition.  The  staff  strives  to  resolve  all  problems  before  ap- 
plications are  presented  to  the  Commission.  When  the  Commission  receives  the 
application  for  its  formal  action,  the  Staff  has,  to  the  extent  possible,  corrected 
or  otherwise  resolved  any  problems  so  that  the  application,  as  presented,  will 
demonstrate  that  the  statutory  requirements  have  been  met. 

General  obligation  bond  issues  are  generally  sold  by  competitive  bids  sub- 
mitted to  the  State  Treasurer’s  office  in  Raleigh.  In  the  process  of  selling  the 
bonds,  the  governmental  unit  and  its  bond  counsel  assists  the  staff  in  gathering 
and  assembling  the  information  contained  in  the  official  statement.  After  the 
official  statement  has  been  prepared  and  printed,  it  is  then  mailed  to  a large 
group  of  buyers  nationwide.  The  bonds  are  normally  serial  bonds  and  are 
awarded  on  the  basis  of  total  net  interest  cost  to  the  governmental  unit.  After 
the  sale,  the  staff  delivers  and  validates  the  definitive  bonds  and  makes  certain 
that  the  monies  are  promptly  transferred  from  the  buying  brokers  to  the 
governmental  unit. 

In  addition  to  its  sales  of  bonds,  the  staff  assists  the  units  to  sell  certain 
short-term  debt  obligations.  These  may  be  bond  anticipation  notes  to  provide 
interim  funding  of  projects  until  the  definitive  bonds  are  sold,  based  on  the 
original  Commission  approval  of  the  bond  issue,  or  other  notes  secured  by 
specific  pledges  of  taxes,  grants  or  other  revenues  to  be  collected  in  the  future. 
Authorization  is  based  upon  specific  Commission  approval  for  each  such  issue. 

At  June  30,  1981,  authorized  and  unissued  general  obligation  bonds  for 
local  governments  amounted  to  $431,176,900,  and  general  obligation  bonds 
outstanding  amounted  to  $1,609,003,596.  See  Exhibit  I. 

Debt  records  are  maintained  for  all  units  of  all  principal  and  interest 
payments  coming  due  in  the  current  and  future  years.  Through  a system  of 
monthly  reports,  the  payment  by  the  units  of  their  debt  service  is  monitored. 
During  1980-81,  bonds  and  notes  were  sold  in  the  amount  of  $276,148,800. 
This  is  more  fully  described  in  Chart  6. 
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PURPOSES  FOR  WHICH  LOCAL  GOVERNMENTS 
SOLD  BONDS  AND  NOTES 
Fiscal  Year  1980-81 


Chart  6 


Total 


Schools 

Utilities 

Other 

No. 

Amount 

G.  O.  Bonds 

Counties 

$54,200,000 

$11,801,000 

$29,785,000 

11 

$ 95,786,000 

Cities  and  towns 

— 

51,906,800 

38,480,000 

38 

90,386,800 

Districts 

— 

2,300,000 

— 

2 

2,300,000 

Total  G.  O. 

Bonds 

54,200,000 

66,007,800 

68,265,000 

51 

188,472,800 

Revenue  Bonds 

Counties 

— 

— 

— 

— 



Special  districts 

and  authorities 

— 

— 

— 

— 

— 

Total  Revenue 

Bonds 

— 

— 

— 

— 

— 

Notes 

Bond  anticipation 

60 

85,089,000 

Revenue  anticipation 

2 

2,557,000 

Tax  anticipation 

1 

30,000 

Total  Notes 

63 

87,676,000 

Total  Bonds  and  Notes 

114 

$276,148,800 

The  Division  staff  is  also  responsible  for  overseeing  the  sale  of  revenue 
bonds  which  must  have  Commission  approval  to  be  issued  by  agencies  such  as 
municipalities,  joint  municipal  electric  power  agencies,  county  industrial 
facilities  and  pollution  control  financing  authorities.  These  bonds  are  secured 
only  by  specific  revenues  pledged  in  payment  thereof.  See  Chart  7. 
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Chart  7 


DEBT  MANAGEMENT  ACTIVITIES 
(In  Millions  of  Dollars) 


FY  1978  - 79 

FY  1979  - 80 

FY  1980  - 81 

No.  Amt. 

No.  Amt. 

No.  Amt. 

Bonds  Sold  for  State 

General  Fund 

1 

$ 50.0 

1 

$ 67.2 

1 

$ 45.0 

Highway  Fund 

1 

60.0 

1 

105.0 

Total 

2 

110.0 

1 

67.2 

2 

150.0 

Bonds  and  Notes  Sold  for  Local 

Governmental  Units: 

G.  O.  Bonds 

51 

84.5 

52 

121.6 

51 

188.5 

Revenue  Bonds 

3 

72.2 

Notes 

71 

46.6 

90 

134.3 

63 

87.6 

Total 

122 

131.1 

145 

328.1 

114 

276.1 

Special  Obligation  Bonds  and  Notes 

Sold  for  Medical  Care  Commission: 

Revenue  Bonds 

5 

60.6 

1 

10.7 

5 

36.5 

Revenue  Anticipation 

Notes 

1 

6.7 

2 

.7 

Sold  for  Housing  Finance  Agency: 

Bonds 

1 

37.3 

1 

58.0 

1 

23.9 

Sold  for  Power  Agencies: 

Revenue  Bonds 

2 

550.0 

1 

100.0 

1 

125.0 

Revenue  Anticipation 

Notes 

1 

18.8 

— 

— 

Sold  for  Industrial  Facility  and 
Pollution  Control  Authorities: 


Revenue  Bonds 

37 

91.4 

66 

246.3 

93 

335.0 

Total  Special  Obligation 
Bonds  and 

Notes 

45 

739.3 

71 

440.5 

102 

521.1 

Grand  Total 

169 

$980.4 

217 

$835.8 

218 

$947.2 
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FISCAL  MANAGEMENT:  A second  key  function  is  monitoring  certain 
fiscal  and  accounting  standards  prescribed  for  the  units  by  The  Local  Govern- 
ment Budget  and  Fiscal  Control  Act.  In  addition,  the  Division  furnishes  upon 
request  on-site  assistance  to  local  governments  concerning  existing  financial 
and  accounting  systems  as  well  as  aid  in  establishing  new  systems. 

As  a part  of  its  role  in  assisting  and  monitoring  the  fiscal  programs  of  local 
units,  the  Division  attempts  to  ensure  that  the  local  units  follow  generally  ac- 
cepted accounting  principles,  systems  and  practices.  The  Division’s  staff 
counsels  the  units  in  treasury  and  cash  management,  budget  preparation,  and 
investment  policies  and  procedures.  Educational  programs,  in  the  form  of 
seminars  or  classes,  are  also  provided  by  the  staff  in  order  to  accomplish  these 
tasks.  The  staff  members  make  presentations  throughout  the  year  at  various 
workshops  sponsored  by  the  Institute  of  Government,  the  finance  officers 
associations,  and  numerous  other  county,  municipal,  and  school  organizations. 
The  monitoring  of  the  units’  financial  system  is  accomplished  through  the  ex- 
amination and  analysis  of  the  annual  audited  financial  statements  and  other  re- 
quired reports.  The  Local  Government  Budget  and  Fiscal  Control  Act  requires 
each  unit  of  local  government  to  have  its  accounts  audited  annually  by  a cer- 
tified public  accountant  or  by  an  accountant  certified  by  the  Commission  as 
qualified  to  audit  local  government  accounts.  A written  contract  must  be  sub- 
mitted to  the  Secretary  of  the  Commission  for  his  approval  prior  to  the  com- 
mencement of  the  audit.  As  of  this  date,  no  audit  contract  to  be  performed  by 
an  accountant  other  than  an  independent  certified  public  accountant  has  been 
approved. 

Among  the  projects  completed  during  the  year  are: 

• Pooling  of  Collateral  to  Secure  Deposits  — Work  was  completed  on 
new  rules  for  collateralizing  public  deposits.  The  new  rules,  effective 
on  August  1,  1980,  provided  that  a depository  could  collateralize  all 
uninsured  public  deposits  of  each  custodian  through  a pool  of  col- 
lateral established  by  the  depository  with  the  State  Treasurer.  This 
procedure  has  proved  to  be  of  benefit  to  all  concerned  parties. 

• Consolidated  Report  on  Financial  Information  — In  cooperation  with 
the  U.  S.  Bureau  of  Census,  the  Office  of  State  Budget  and  Manage 
ment  and  the  Department  of  Revenue,  the  Annual  County  Financial 
Information  and  the  Annual  Municipal  Financial  Information  reports 
were  designed  and  mailed  out  for  the  first  time  in  August,  1980.  Units 
of  government  are  confronted  with  the  task  of  completing  various 
financial  reports  and  forms  on  a continual  basis.  In  an  effort  to 
decrease  the  number  of  information  requests  and  to  eliminate 
duplicate  questions,  the  consolidated  reporting  forms  were  developed. 
Six  existing  forms  were  consolidated  into  these  two  forms.  Response 
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from  the  local  governmental  units  has  been  quite  favorable  toward 
this  concept.  The  forms  have  been  revised  and  will  be  mailed  again  in 
September,  1981. 

• Revision  of  the  Uniform  Accounting  System  Manual  — Seven  sections 
of  the  Uniform  Accounting  System  for  Local  Governmental  Units 
manual  were  revised  to  reflect  the  legal  and  accounting  changes  that 
have  occurred  over  the  past  few  years. 

• Illustrative  Financial  Statements  for  Counties  and  Municipalities  — 
F or  the  first  time,  illustrative  financial  statements  for  the  counties  in 
North  Carolina  were  developed  by  the  staff.  In  addition,  a revision  of 
the  illustrative  financial  statements  for  municipalities  was  issued. 
These  statements  were  prepared  in  order  to  reflect  the  recent  changes 
in  generally  accepted  accounting  principles  as  promulgated  by  the  Na- 
tional Council  on  Governmental  Accounting.  They  were  reviewed  by 
the  North  Carolina  Association  of  County  Finance  Officers,  the  North 
Carolina  Public  Finance  Officers  Association,  the  Municipal  Finance 
Officers  Association,  and  the  North  Carolina  Association  of  Certified 
Public  Accountants.  The  financial  statements  were  mailed  out  in 
August,  1981  for  use  by  the  local  governmental  units  and  their  exter- 
nal auditors. 

• Automated  Data  Processing  in  Local  Government  - Introduction  and 
Overview  - Feasibility  Studies  and  Implementation  — Two  hand- 
books were  produced  for  the  State  and  Local  Governmental  Finance 
Division  by  the  Center  for  Urban  Affairs  and  Community  Services, 
North  Carolina  State  University.  The  handbooks  were  designed  to 
provide  general  information  about  the  range  of  data  processing  which 
is  possible  within  local  governments.  They  also  give  guidelines  in  ac- 
tually performing  a feasibility  study. 

• Cash  Management  Project  — The  staff  assisted  in  a cash  management 
project  within  the  State  Treasurer’s  Department  to  determine  how 
cash  management  policies  for  the  State  might  be  improved.  Because  of 
the  high  interest  rates  and  high  budgets  which  exist  in  today’s 
economy,  a study  was  done  to  determine  the  amounts  of  additional  in- 
vestment earnings  that  could  be  earned  for  the  State  by  modifying  the 
cash  receipts  process  and  making  it  more  efficient.  Several  changes 
have  been  made  in  order  to  achieve  the  objectives  of  maximizing  earn- 
ings. 

• A revised  edition  of  the  book,  Administrative  and  Financial  Laws  for 
Local  Government  in  North  Carolina , was  published  and  made 
available  for  purchase  by  the  local  governmental  units. 
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Considerable  work  was  done  on  a number  of  projects  to  be  completed 
later.  The  more  significant  are: 

• Illustrative  Financial  Statements  for  School  Administrative  Units  — 
Work  was  begun  and  will  be  completed  in  the  coming  year  on  il- 
lustrative financial  statements  for  school  administrative  units  to  pro- 
vide guidance  in  preparing  audited  financial  statements  in  accordance 
with  generally  accepted  accounting  principles. 

• Single  Audit  Concept  — The  Federal  Government  has  established 
audit  requirements  for  State  and  local  governments  that  receive 
Federal  assistance.  The  single  audit  concept  provides  for  a financial 
audit  of  an  entity  which  would  include  auditing  compliance  with  cer- 
tain provisions  of  Federal  laws  and  regulations.  These  requirements 
were  established  to  ensure  that  audits  are  made  on  an  organization- 
wide  basis  rather  than  on  a grant- by- grant  basis.  The  staff  plans  to 
assist  in  the  implementation  of  this  concept  in  North  Carolina. 

Continued  assistance  was  provided  to  the  independent  auditors,  par- 
ticularly in  the  area  of  professional  education.  The  staff  helped  to  prepare  and 
to  update  four  continuing  professional  education  courses  in  governmental  ac- 
counting. Each  was  presented  several  times  to  independent  auditors  through 
the  auspices  of  the  North  Carolina  Association  of  Certified  Public  Accountants. 
These  courses  had  a total  of  over  300  participants. 

In  keeping  with  prior  years,  special  memoranda  were  issued.  Among  the 
subjects  addressed  were  encumbrances,  grant  and  capital  project  ordinances, 
receipts  of  individual  schools,  selection  of  an  independent  auditor  and 
statistical  information  based  on  semiannual  reports  required  by  the  General 
Statutes. 

The  Municipal  Board  of  Control  is  a statutory  agency  composed  of  the 
Secretary  of  the  Commission,  who  serves  as  Chairman,  the  Chairmen  of  the 
Senate  and  House  Committees  on  Local  Government  (both  serving  as  ex  officio 
members),  and  two  elected  officials  appointed  by  the  Governor,  one  from  a 
county  and  the  other  from  a municipality.  The  Board  has  the  power  under  Ar- 
ticle 1A  of  Chapter  160A  of  the  General  Statutes  to  issue  corporate  charters  to 
new  municipalities  which  apply  and  qualify  under  the  statute.  During  the  cur- 
rent year,  this  Board  issued  a charter  for  the  Village  of  Pinehurst  effective  July 
1,  1980,  but  refused  a charter  for  the  Village  of  West  Onslow  Beach  because  it 
was  not  deemed  to  be  in  the  public  interest. 

The  State  and  Local  Government  Finance  Division  is  continually  working 
in  all  areas  concerning  improved  fiscal  management  and  clarity  of  reporting  in 
order  to  better  serve  the  State  Treasurer,  the  local  units  of  governments,  public 
authorities,  school  administrative  units,  their  independent  auditors  and, 
thereby,  the  taxpayers  of  North  Carolina. 
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RETIREMENT  AND  HEALTH  BENEFITS  DIVISION 


The  Retirement  and  Health  Benefits  Division  provides  North  Carolina’s 
public  employees  with  retirement  allowances  as  deferred  payments  of  salary, 
and  other  fringe  benefits  as  part  of  a total  package  of  compensation.  This 
package  is  designed  to  aid  in  the  recruitment  and  retention  of  competent 
employees  in  the  public  service.  It  also  adds  to  the  efficiency  of  public 
employees  by  giving  them  a measure  of  freedom  from  the  apprehension  of  old 
age  and  disability.  The  organizational  structure  below  shows  the  functional  ar- 
rangement of  the  tasks  performed  in  this  Division. 


ORGANIZATION 
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The  systems  which  are  administered  by  the  Division  are  as  follows: 

• Teachers’  and  State  Employees’  Retirement  System 

• Local  Governmental  Employees’  Retirement  System 

• Uniform  Judicial  Retirement  System 

• Uniform  Solicitorial  Retirement  System 

• Uniform  Clerks  of  Superior  Court  Retirement  System 

• Law  Enforcement  Officers’  Renefit  and  Retirement  Fund 

• National  Guard  Pension  Plan 

• Legislative  Retirement  Fund 

• North  Carolina  Teachers’  and  State  Employees’  Benefit  Trust 

With  the  exception  of  the  Law  Enforcement  Officers’  Benefit  and  Retire- 
ment Fund  and  the  National  Guard  Pension  Fund,  the  systems  are  governed  by 
the  same  Board  of  Trustees.  This  Board  of  Trustees  consists  of:  the  State 
Treasurer  (ex  officio),  who  serves  as  chairman;  the  Superintendent  of  Public  In- 
struction (ex  officio);  one  member  of  the  House  of  Representatives  appointed  by 
the  Speaker  of  the  House;  one  member  of  the  Senate  appointed  by  the  President 
of  the  Senate;  and  ten  members  appointed  by  the  Governor.  The  Local  Govern- 
mental Employees’  Retirement  System  Board  has  two  additional  members 
representing  a city  or  town  and  a county,  both  appointed  by  the  Governor. 

The  Law  Enforcement  Officers’  Benefit  and  Retirement  Fund  is  governed 
by  a Board  of  Commissioners.  This  Board  is  composed  of  the  State  Treasurer 
(ex  officio),  who  serves  as  chairman;  the  State  Auditor  (ex  officio);  the  State  In- 
surance Commissioner  (ex  officio);  and  four  additional  members  appointed  by 
the  Governor. 

Aside  from  the  retirement  plans  administered  by  this  Division,  it  is  also 
charged  with  the  responsibility  of  administering  the  North  Carolina  Public 
Employees’  Social  Security  Agency,  the  Disability  Salary  Continuation  Plan, 
the  Hospital  Medical  Program  for  Teachers  and  State  Employees,  and  the 
Teachers’  and  State  Employees’  Benefit  Trust  (Life  Insurance). 

It  is  the  fiduciary  responsibility  of  the  Division  to  administer  the  several 
retirement  systems  and  benefit  programs  with  policies  that  answer  to  two  con- 
stituencies. The  first  constituency  being  the  people  of  North  Carolina  who  de- 
mand honest,  efficient,  and  useful  expenditure  of  their  tax  dollars.  The  second 
being  our  more  than  500,000  active  and  retired  public  employees  and  their 
dependents  who  demand  and  deserve  the  same  honest  and  efficient  use  of  their 
contributions  and  a just  reward  for  their  service  to  the  people  of  North 
Carolina. 
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Operations  of  the  Systems 


The  responsibilities  of  the  various  operating  sections  of  the  Division,  as 
described  in  the  following,  are  under  the  direct  control  of  the  Director: 

BENEFITS  PROCESSING  SECTION:  This  Section  is  charged  with  the 
primary  responsibility  of  calculating  and  paying  retirement  benefits  and 
refunds  for  members.  In  addition,  the  staff  in  this  Section  calculates  the  cost  to 
purchase  service  credits  (i.e.,  military  service,  out-of-state  service,  and  repay- 
ment of  withdrawn  accounts) . They  also  handle  the  operations  of  the  Disability 
Salary  Continuation  Plan  and  the  calculation  and  payment  of  death  claims  and 
death  benefits. 

DATA  CONTROL  SECTION:  This  Section  has  three  functional  com- 
ponents as  follows: 

Payroll  Audit  — Processing  incoming  payroll  reports  for  all  retire- 
ment systems. 

Error  Checking  — Corrections  of  computer  based  errors. 

Data  Transmittal  — Processing  of  all  data  to  and  verification  of 
reports  from  the  Departmental  data  processing/ computer  group. 
Also  included  is  the  proofing  of  data  processing  registers  for  records, 
retirements,  and  refunds. 

ACCOUNTING  SECTION:  This  Section  is  responsible  for  the  reporting 
and  depositing  of  funds,  posting  of  data  to  journals  and  ledgers,  preparation  of 
vouchers,  budget  reports,  and  all  external  financial  reporting.  The  three  func- 
tional components  of  this  Section  are  as  follows: 

Cash  Book  and  Budget  Reports  — Involves  the  preparation  of  the 
receipts  and  disbursements  journals,  budget  reports  and  vouchers. 

Batch  Posting  and  System  Transfers  — Involves  the  recording  and 
depositing  of  any  special  member  contributions  and  the  transfer  of 
funds  between  Systems. 

Deposits  and  Machine  Posting  — Involves  posting  of  general  and  sub- 
sidiary ledgers  and  the  deposit  of  funds. 

MEMBER  SERVICES  SECTION:  This  Section  handles  all  written  and 
telephone  communication  with  members  who  have  general  questions  about 
their  accounts.  In  addition,  all  visitors  desiring  general  information  about  their 
retirement  accounts  are  directed  to  this  Section. 
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RECORDS  SECTION:  Maintains  custody  of  all  member  and  unit  files. 


SOCIAL  SECURITY  SECTION:  This  Section  handles  the  reporting  of 
wages  subject  to  Social  Security.  Social  Security  contributions  are  remitted  to 
this  Section  from  covered  employing  units  across  the  State.  The  contributions 
are  transmitted  to  the  Social  Security  Administration. 

The  administrative  expenses  of  the  retirement  systems  in  the  Division  are 
paid  by  receipts  from  the  retirement  systems  based  on  a pro  rata  charge  which 
reflects  the  number  of  members  in  each  system  to  the  total  universe  of  members 
in  all  systems.  The  administrative  expenses  of  other  statutory  programs  are  paid 
by  appropriations  by  the  General  Assembly  on  a similar  basis. 

All  retirement  systems  and  benefit  programs  in  the  Division  are  operated 
on  a calendar  year,  rather  than  the  State’s  fiscal  year  basis.  For  this  reason,  all 
data  shown  for  the  Division  are  for  the  captioned  calendar  year  ending 
December  31. 

Actuarial  Valuation 

The  actuarial  valuation  is  the  tool  used  by  an  actuary  to  assess  the  funding 
progress  of  a retirement  system  and  check  the  adequacy  of  the  contribution 
rates  which  have  been  established  to  fund  the  system.  An  actuarial  valuation  is, 
in  effect,  an  inventory  of  the  assets  and  liabilities  under  a retirement  system  at  a 
specific  point  in  time.  Information  is  collected  covering  all  of  the  active 
members  and  all  of  the  retired  members  and  other  beneficiaries  who  are  receiv- 
ing benefit  payments.  In  this  way,  everyone  who  has  been  promised  a benefit 
from  the  system  is  included  in  the  actuarial  calculations  to  determine  the  pre- 
sent value  of  the  system’s  liabilities.  These  liabilities  are  then  compared  to  the 
system’s  assets  and  calculations  are  made  to  determine  whether  the  contribu- 
tion rates  will  be  adequate  to  fund  the  uncovered  liabilities  in  the  time  period 
originally  established.  Annual  valuations  are  made  so  as  to  permit  gradual 
changes  in  the  contribution  level  and/or  funding  period  and  keep  the  funding 
on  a proper  course.  The  annual  valuation  is  used  by  the  actuary  to  compare  ac- 
tual separation,  compensation  and  investment  experience  with  the  actuarial 
assumptions  used  in  the  valuation  of  the  liabilities  of  the  system. 

As  an  aid  in  understanding  the  actuarial  valuation  balance  sheets,  the 
following  describes  the  components  of  the  valuation  balance  sheets  found  in  the 
financial  section  of  this  report. 

The  assets  of  the  actuarial  valuation  are  divided  into  two  categories:  (1) 
Present  Assets  and  (2)  Prospective  Contributions. 


32 


The  present  assets  include: 

Regular  Contribution  Account  or  Annuity  Savings  Fund  — This  is  the  ac- 
count to  which  are  credited  the  regular  contributions  made  by  the 
members  (employees)  of  the  System; 

Accumulation  Account  or  Pension  Accumulation  Fund  — This  is  the  ac- 
count to  which  are  credited  the  contributions  made  by  the  State 
(employer); 

Special  Contribution  Account  — This  is  the  fund  to  which  one-third  of 
the  income  from  court  costs  is  credited  and  from  which  are  paid  the  lump 
sum  death  benefits  provided  under  the  Fund  and  the  premiums  on  the 
group  policy  providing  for  accident  and  hospital  benefits.  The  other  two- 
thirds  of  the  income  from  court  costs  are  credited  to  the  Accumulation  Ac- 
count. (Applicable  only  to  the  Law  Enforcement  Officers’  Benefit  and 
Retirement  Fund.) 

The  Prospective  Contributions  include: 

The  present  value  of  future  contributions  by  members  to  the  Regular 
Contribution  Account. 

The  present  value  of  future  contributions  to  the  Accumulation  Account. 
This  account  is  comprised  of  normal  contributions  (Present  value  of 
future  normal  contributions  of  present  membership)  and  Accrued  Lia- 
bility Contributions  (unfunded  liability  and  balance  after  deducting 
future  normal  contributions). 

The  present  value  of  future  contributions  to  the  Separate  Benefit  Fund  on 
account  of  death  after  retirement  benefits  (applicable  to  Law  Enforce- 
ment Officers’  Benefit  and  Retirement  Fund  only). 

The  liabilities  described  in  the  actuarial  valuation  are  self-explanatory. 
The  liabilities  include: 

Present  value  of  benefits  provided  by  members’  past  and  future  contribu- 
tions to  the  Regular  Contribution  Account; 

Present  value  of  benefits  provided  by  members’  and  employers’  contribu- 
tions that  have  been  accumulated  to  date  in  the  Special  Contribution  Ac- 
count. (Applicable  only  to  the  Law  Enforcement  Officers’  Benefit  and 
Retirement  Fund); 

Present  value  of  retirement  allowances  payable  from  the  Accumulation 
Account  to  retired  members  and  beneficiaries; 
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Reserve  available  in  the  Separate  Benefit  Fund  (LEO)  and  increases  to 
retired  members; 

Present  value  of  benefits  to  be  paid  by  past  and  future  contributions  into 
the  Accumulation  Account;  and, 

Reserve  on  account  of  undistributed  gains  reflecting  gains  made  during 
the  year  at  the  present  liquidation  period  and  present  employer  rate. 
Gains  may  be  used  to  reduce  liquidation  period,  employer  rate,  or  pro- 
vide improved  benefits. 

Funding  Provisions 

The  six  retirement  systems  described  in  this  report  are  being  funded  on  a 
full  actuarial  reserve  basis  and  use  the  entry  age  normal  cost  method  as  the  ac- 
tuarial cost  approach.  Under  this  entry  age  normal  cost  method,  the  normal 
contribution  percentage  rate  is  calculated  on  the  basis  of  the  adopted  actuarial 
assumptions  as  the  level  percentage  of  the  compensation  of  the  average  new 
member  which,  if  contributed  throughout  the  entire  period  of  active  service, 
would  be  sufficient,  together  with  his  contributions,  to  support  all  the  benefits 
payable  on  his  account.  The  accrued  liability  is  the  difference  between  total 
liabilities  and  the  present  value  of  future  normal  cost  contributions  and  the 
members’  future  contributions.  All  experience  gains  and  losses  are  reflected  in 
the  amount  of  the  unfunded  accrued  liability  and  thereby  affect  the  period  of 
liquidation. 

All  retirement  systems,  except  the  Legislative  Retirement  Fund  and  the 
National  Guard  Pension  Fund,  are  joint  contributory  defined  benefit  plans 
with  contributions  made  by  both  employees  and  employers.  Each  active 
member  contributes  six  percent  (6  % ) of  his  compensation  for  creditable  service 
by  monthly  payroll  deduction.  Employers  make  monthly  contributions  based 
on  a percentage  rate  of  the  member’s  compensation  for  the  month.  Employer 
contribution  rates,  as  set  by  the  Boards  of  Trustees  and  Commissioners,  are  ac- 
tuarially  calculated  on  a level  full  funding  basis  using  the  entry  age  normal  cost 

method. 


Contributions  from  employees  are  accounted  for  in  the  Employee  Reserve 
(Annuity  Savings  Fund).  The  amounts  in  the  Employee  Reserve  are  liabilities 
payable  to  the  employee  if  he  elects  to  withdraw  from  the  retirement  system 
after  leaving  service  creditable  to  the  system  and  before  retirement.  Contribu- 
tions from  employers  are  accounted  for  in  the  Employer  Reserve  (Pension  Ac- 
cumulation Fund).  When  a member  retires,  the  amount  of  his  accumulated 
contributions  is  transferred  from  the  Employee  Reserve  to  the  Annuitant 
Reserve  and  an  amount  of  the  retiree’s  future  benefits  is  transferred  from  the 
Employer  Reserve  to  the  Annuitant  Reserve.  During  each  year  in  which  there  is 
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any  increase  in  benefits  payable  to  present  retirees,  a sum  equal  to  the  present 
value  of  that  increase  is  also  transferred  from  the  Employer  Reserve  to  the 
Annuitant  Reserve. 

Funded  Status  of  the  Retirement  Systems 

As  already  explained,  the  actuary  plays  an  extremely  important  role  with 
respect  to  providing  advice  on  how  to  fund  the  Retirement  Systems.  The  consis- 
tent use  of  conservative  actuarial  assumptions  and  an  approved  actuarial  cost 
method  over  the  years  since  the  establishment  of  the  Retirement  Systems,  on 
the  recognition  of  all  promised  benefits  in  the  actuarial  liabilities,  have  resulted 
in  Retirement  Systems  which  can  be  labeled  as  “actuarially  sound”. 

An  often  asked  question  of  the  administrators  of  the  Retirement  System  is 
“What  is  the  funded  status  of  the  System(s)?”  A simple  measure  for  determining 
the  funded  status  of  a System  is  to  relate  the  total  present  assets  to  total  accrued 
liabilities  to  determine  a funded  ratio.  The  total  accrued  liabilities  are  found  by 
adding  the  assets  and  the  unfunded  accrued  liabilities.  For  purposes  of  com- 
parison, the  funded  ratio  for  the  Retirement  Systems  is  graphically  illustrated 
on  the  following  page. 
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Chart  8 


FUNDED  RATIO  OF  THE  RETIREMENT  SYSTEMS 


% Funded 


Teachers’  and  State  Employees’  Local  Governmental  Employees’  Law  Enforcement  Officers’ 

Retirement  System  Retirement  System  Benefit  and  Retirement  Fund 

% Funded 


Uniform  Judicial  Retirement  Uniform  Solicitorial  Retirement  Uniform  Clerks  of  Superior 

System  System  Court  Retirement  System 


The  Three  Systems  on  the  lower  chart  reflect  a lower  funded  percentage.  These  Systems  are  several 
years  old  and  the  unfunded  accrued  liability  is  greater  because  prior  service  was  offered  to  the 
members  at  no  cost.  If  the  funded  ratio  on  these  charts  were  100%  , there  would  be  no  unfunded  ac- 
crued liability  and  the  employer  contribution  would  consist  of  only  the  normal  contribution  (for  cur- 
rent service).  The  Systems  would,  in  this  case,  be  considered  “fully  funded”. 
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Recent  Developments 

ADMINISTRATION:  The  1979  Actuarial  Valuation  Report  on  the 
Teachers’  and  State  Employees’  Retirement  System  and  the  Five-Year  Ex- 
perience Investigation  Report  were  presented  to  the  Board  of  Trustees  of  that 
System  by  the  consulting  actuary.  Based  on  these  Reports,  the  Board  adopted 
resolutions  instituting  new  actuarial  assumptions,  effective  for  the  valuation- 
year  beginning  January  1,  1980,  as  follows:  an  interest  income  assumption  of  7 
1/2% ; a salary  increase  assumption,  varying  at  different  ages,  at  an  average  of 
7 1/2%;  and,  rates  of  mortality  reflecting  longer  lives.  These  changes  in 
assumptions  caused  a slight  increase  in  unfunded  accrued  liabilities  to  be 
funded  over  a 25-year  liquidation  period  instead  of  the  23-year  period  that  was 
previously  scheduled.  Ancillary  to  the  changes  in  actuarial  assumptions  and  in 
anticipation  of  federal  regulation  pertaining  to  sex  discrimination,  this  Board 
also  adopted,  effective  for  retirements  on  and  after  July  1,  1981,  the  use  of 
unisex  factors  in  calculating  joint  survivorship  retirement  allowances.  This 
Board,  in  its  capacity  as  governing  the  judicial  group  of  retirement  systems, 
will  consider  similar  assumption  changes  after  the  Five-Year  Experience  In- 
vestigation is  completed  in  1981.  Similarily,  the  Board  of  Trustees  of  the  Local 
Governmental  Employees’  Retirement  System  and  the  Board  of  Commissioners 
of  the  Law  Enforcement  Officers’  Benefit  and  Retirement  Fund  will  review  the 
assumptions  and  use  of  unisex  tables  in  1981  after  the  Report  is  presented  for 
those  systems. 

In  the  area  of  communication,  new  employee  booklets  explaining  benefits, 
in  effect  on  July  1,  1980,  were  prepared  and  distributed  for  members  of  all  six 
retirement  systems.  The  booklets  were  written  in  simpler  language,  at  about 
the  eighth  to  tenth  academic  grade  level,  in  a manner  which  would  be  ap- 
proved under  ERISA  for  plan  descriptions  used  by  non-governmental  pension 
plans.  Also  in  improved  communications,  an  audio-visual  slide  presentation 
was  developed  and  introduced  for  the  annual  pre-retirement  seminars  con- 
ducted in  various  regions  of  the  State  relating  to  benefits  under  the  Teachers’ 
and  State  Employees’  Retirement  System,  Local  Governmental  Employees’ 
Retirement  System,  Social  Security  and  the  Hospital  and  Medical  Benefits  Pro- 
gram. Plans  were  also  initiated  for  the  same  type  audio-visual  presentation  for 
the  Law  Enforcement  Officers’  Benefit  and  Retirement  Fund.  Members  of  this 
Fund  received  expanded  annual  benefit  reports  showing  an  estimate  of  their  in- 
dividual retirement  allowances  available  from  the  Special  Annuity  portion  of 
their  benefits  package.. 

The  1981  Session  of  the  General  Assembly  convened  in  January  and  over 
fifty  individual  bills  were  introduced  affecting  the  State’s  retirement  and 
benefit  programs,  as  well  as  considerable  retirement  legislation  considered  in 
the  Current  Operations  Appropriation  Act.  The  newly  created  standing  Senate 
and  House  Committee  on  Pensions  and  Retirement  were  in  place  for  their  first 
full  Session  which,  because  of  a centralized  procedure  of  committee  considera- 
tion, resulted  in  more  responsible  legislative  actions.  An  item  of  considerable 
interest  in  the  appropriations  process  was  the  Governor’s  proposal  that  the 
State  assume  or  “pick-up”  five  percent  of  the  required  six  percent  employee 
contribution  in  lieu  of  a conventional  salary  increase,  in  the  various  retirement 
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systems  covering  State  employees,  as  a tax  deferral  permitted  under  Revenue 
Ruling  77-462  and  as  refined  under  Revenue  Rulings  81-35  and  81-36.  The  pro- 
posal was  not  enacted  because  of,  no  doubt,  the  opposition  from  a large  teacher 
association.  The  important  legislation  which  was  enacted  was  primarily  in  two 
areas:  substantial  post-retirement  increases  in  the  allowances  of  retirees  in  the 
Teachers’  and  State  Employees’  Retirement  System  which  added  about  $71 
million  to  the  unfunded  accrued  liability  of  that  system;  and,  a contraction  of 
benefits  coverage  in  interest  paid  to  members  withdrawing  their  contributions, 
the  availability  of  certain  service  purchase  rights  to  future  members,  and  in 
disability  retirement  allowances. 

As  to  the  Hospital  and  Medical  Benefits  Program  for  Teachers  and  State 
Employees,  the  current  carrier  submitted  a rate  request  which  was  an  increase 
of  somewhat  more  than  31%  above  the  premium  rates  then  in  effect.  A na- 
tionally recognized  consulting  firm  was  employed,  with  the  approval  of  the 
State  Retirement  System  Board  of  Trustees,  to  study  the  rate  increase  request 
and  alternative  benefits  and  funding  arrangements.  Before  their  study  was 
completed  and  the  Board  could  respond  to  the  carrier’s  rate  request,  the 
General  Assembly  amended  the  laws  governing  the  program  to  remove  au- 
thority for  formulation  and  design  of  the  benefits,  and  rate-making  from  the 
Board  and  placed  such  responsibilities  with  a newly  created  Committee  on 
Employee  Hospital  and  Medical  Benefits.  The  new  Committee  is  composed  of 
twelve  members  of  the  General  Assembly.  This  legislation  also  moved  the 
responsbility  for  formulating  the  Disability  Salary  Continuation  Plan  benefits 
from  the  Board  to  the  Committee.  In  both  instances,  the  responsibility  for  con- 
tinued administration  was  left  with  the  Board  of  Trustees.  The  full  cooperation 
and  assistance  of  the  Divisional  staff  and  the  consulting  firm  were  made 
available  to  the  new  Committee. 

OPERATIONS:  The  Division  completed  conversion  of  members’  service 
history  from  physical  files  to  a computer  data  base  for  the  Local  Governmental 
Employees’  Retirement  System  and  a concerted  effort  began  for  the  same  data 
conversion  for  the  Teachers’  and  State  Employees’  Retirement  System.  The 
microfiche  conversion  of  members’  personal  file  folders,  as  described  in  last 
year’s  Annual  Report,  for  all  systems  continued  to  make  progress.  In  prepara- 
tion for  the  eventual  completion  of  all  data  conversion  projects,  the  retirement 
systems’  consulting  actuary  was  engaged  to  design  the  computer  software  to 
begin  machine  generated  calculations  of  retirement  allowances  and  machine 
prepared  annual  benefits  statements  to  the  systems’  members. 

A significant  development  in  the  area  of  retiree/ beneficiary  audit  was  in- 
stituted by  the  creation  of  an  investigative  unit  within  the  Member  Services 
Section  of  the  Division.  An  investigator-counselor  position  was  created  and  in- 
itial work  began  with  regard  to  benefit  recipients  in  the  Disability  Salary  Con- 
tinuation Plan.  After  experience  is  gained  using  an  audit  program  in  this 
smaller  benefit  plan,  the  program  will  be  expanded  to  include  retiree  audits  in 
the  retirement  systems.  The  program  will  include:  personal  verification  that 
retirees/ beneficiaries  are  living;  investigations  of  disability  retirees  working  in- 
come; and,  pursuit  of  recovery  of  fraudulent  benefit  payments. 
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Teachers’  and  State  Employees’ 

Retirement  System  of  North  Carolina  (State  System) 

N.C.G.S.  135-1  through  135-18.5 

The  State  System  has  the  largest  assets  and  membership  of  the  retirement 
systems  administered  by  the  Division.  The  System  provides  benefits  to  all  full- 
time teachers  and  State  employees  in  all  public  school  systems,  universities, 
departments,  institutions,  and  agencies  of  the  State  and  is  governed  by  a Board 
of  Trustees  with  the  State  Treasurer  serving  as  Chairman.  The  General 
Assembly  enacted  the  Teachers’  and  State  Employees’  Retirement  Act,  that  was 
effective  on  July  1,  1941,  creating  the  Teachers’  and  State  Employees’  Retire- 
ment System  of  North  Carolina. 

This  System  began  operations  with  a membership  of  42,878  teachers  and 
State  employees  and  with  appropriations  from  the  State  of  $1,838,000.  The 
membership  of  the  State  System  has  grown  over  the  years  in  proportion  to  the 
growth  in  size  and  complexity  of  the  public  schools  and  the  State  government. 
The  membership  of  the  State  System  at  December  31,  1980  was  282,754  and  in- 
cluded 39,782  retired  members  and  beneficiaries  of  deceased  retired  members 
and  assets  of  $3,845,802,636. 

BENEFIT  PAYMENTS:  Since  the  inception  of  the  Retirement  System, 
the  amounts  of  money  paid  to  members  in  the  form  of  retired  benefits, 
withdrawal  of  contributions  and  death  benefits  have  shown  a dramatic  in- 
crease. A graphic  presentation  of  this  increase  is  shown  in  Exhibit  J. 

STATEMENT  OF  FUND  BALANCES:  The  Statement  of  Assets, 
Liabilities  and  Reserve  Balances  of  the  State  System  as  they  existed  at 
December  31,  1980  and  December  31,  1979  is  shown  in  Exhibit  K.  The 
distribution  of  the  investments  of  the  assets  of  the  State  System  as  of  December 
31,  1980  is  shown  on  the  chart  below: 


Chart  9 


DISTRIBUTION  OF  INVESTMENTS 


Long-Term  Fixed  Income  Investment  Fund 
Short-Term  Fixed  Income  Investment  Fund 
Equity  Investment  Fund 
Total 


$3,244,833,641 

47,116,651 

375,019,969 

$3,779,670,261 
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Operations  of  the  State  System  during  the  calendar  year  1980  resulted  in 
total  receipts  of  $685,585,649  and  total  expenditures  of  $243,655,687.  The  ex- 
penditures are  increasing  more  rapidly  than  receipts  because  of  the  combina- 
tion of  generally  increasing  annual  benefits  to  members  and  the  increasing 
number  of  retired  members  in  the  System.  Chart  10  shows  the  relationship  of 
the  various  sources  of  receipts  to  total  receipts  and  of  the  various  purposes  of 
disbursements  to  total  disbursements.  Statements  of  changes  in  Reserve 
Balances  for  the  Employee  Reserve,  the  Annuitant  Reserve,  and  the  Employer 
Reserve  for  the  1980  and  1979  calendar  years  are  shown  in  Schedules  K-l,  K-2, 
and  K-3,  respectively. 
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Teachers’  and  State  Employees’  Retirement  System 
of  North  Carolina 
Year  Ended  December  31,  1980 


Chart  10 


Income  and  Receipts 


Disbursements  and  Transfers 


’Death  Benefits  for  members  who  died  1/1/1980  or  later  paid  by  the  North 
Carolina  Teachers’  and  State  Employees’  Benefit  Trust. 
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The  latest  Actuary’s  Valuation  Balance  Sheet  for  the  State  System  as  of 
January  1,  1980  is  shown  in  Schedule  K-4.  Actuarial  gains  and  losses  are 
reflected  in  the  accrued  liability  and  thereby  affect  the  period  of  liquidation. 
The  asset  valuation  method  is  based  on  cost  value.  The  actuarial  economic 
assumptions  are  an  interest  rate  of  71/*  % per  year  and  like  future  rates  of  salary 
increase.  The  assumed  rates  for  mortality,  withdrawal,  disability,  and  service 
retirement  are  based  on  actual  experience. 

Based  on  the  latest  actuary’s  report,  the  Board  of  Trustees  had  set  the 
employer  contribution  rate  at  9.66%  of  covered  payroll.  However,  because  of 
post- retirement  increases  to  retirees/ beneficiaries  enacted  in  the  1981  Session  of 
the  General  Assembly,  this  rate  was  increased  to  9.92%  effective  July  1,  1981. 
On  this  basis,  the  total  employee  and  employer  rate  of  contribution  is  adequate 
to  fund  all  future  benefits  presently  authorized  based  on  current  service  and  to 
fund,  over  a period  of  25  years  from  January  1,  1980,  the  remaining  accrued 
liability  for  past  service. 

North  Carolina  Local  Governmental  Employees’ 

Retirement  System  (Local  System) 

N.C.G.S.  128-21  through  128-38 

The  Local  System  is  maintained  for  the  employees  of  cities,  towns,  coun- 
ties, boards,  commissions,  and  other  entities  of  local  government  in  North 
Carolina.  The  System  is  governed  by  the  same  members  who  serve  on  the  Board 
of  Trustees  for  the  Teachers’  and  State  Employees’  Retirement  System  of  North 
Carolina,  with  the  exception  that  two  additional  members  serve  on  the  Local 
Governmental  Employees’  Retirement  System  Board  of  Trustees  to  represent 
the  counties  and  towns  which  are  member  units  of  the  System.  Because  par- 
ticipation of  local  governments  in  this  System  is  voluntary,  the  operation  of  the 
Local  System  is  dependent  upon  the  acceptance  and  continuing  financial  sup- 
port of  the  governing  bodies  and  employees  of  local  governments.  Approval 
and  acceptance  are  evidenced  by  the  fact  that  as  of  December  31,  1980,  558 
cities,  towns,  counties,  and  local  commissions  had  chosen  to  participate  in  the 
Local  System.  This  system  began  operations  in  1945  with  18  participating  local 
governments,  2,102  members,  and  assets  of  $178,053. 

The  membership  of  the  Local  System  as  of  December  31,  1980  was  73,832 
and  included  7,709  retired  members  and  beneficiaries  of  deceased  members. 
Assets  as  of  this  date  amounted  to  $632,148,072. 

BENEFIT  PAYMENTS:  As  with  the  State  System,  payments  made  to 
members  and  beneficiaries  in  the  Local  System  have  reflected  a vast  increase 
over  the  years  since  the  system  was  established  on  July  1,  1945.  A graphic 
presentation  of  this  increase  is  shown  on  Exhibit  L. 
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STATEMENT  OF  FUND  BALANCES:  The  Statement  of  Assets, 
Liabilities  and  Reserve  Balances  of  the  Local  System,  as  they  existed  at 
December  31,  1980,  and  December  31,  1979,  is  shown  in  Exhibit  M.  The 
distribution  of  investments  of  the  assets  of  the  Local  System  as  of  December  31, 
1980  is  shown  below: 


Chart  11 


DISTRIBUTION  OF  INVESTMENTS 

Long-Term  Fixed  Income  Investment  Fund  $535,802,834 

Short-Term  Fixed  Income  Investment  Fund  8,427 ,881 

Equity  Investment  Fund  75,368,885 

Total  $619,599,600 

Operations  of  the  Local  System  during  the  year  1980  resulted  in  total 
receipts  of  $124,283,699  and  total  expenditures  of  $38,448,832.  The  receipts 
are  increasing  more  rapidly  than  expenditures  because  of  the  generally  increas- 
ing number  of  participating  local  governments,  number  of  active  members, 
and  compensation  paid  to  members.  Chart  12  shows  the  relationship  of  the 
various  sources  of  receipts  to  total  receipts  and  of  the  various  purposes  of 
disbursements  to  total  disbursements.  Statements  of  changes  in  Reserve 
Balances  for  the  Employee  Reserve,  the  Annuitant  Reserve,  and  the  Employer 
Reserve  for  the  1980  and  1979  plan  years  are  shown  in  Schedules  M-l,  M-2,  and 
M-3,  respectively. 
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Chart  12 


North  Carolina  Local  Governmental  Employees’ 
Retirement  System 
Year  Ended  December  31,  1980 


Income  and  Receipts 


Disbursements  and  Transfers 


’Death  Benefits  for  members  who  died  1/1/1980  or  later  paid  by  the  North 
Carolina  Teachers’  and  State  Employees’  Benefit  Trust. 
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The  latest  Actuary’s  Valuation  Balance  Sheet  for  the  Local  System,  as  of 
January  1,  1980,  is  shown  in  Schedule  M-4.  The  valuation  utilizes  a frozen  ac- 
crued liability  with  gains  and  losses  reflected  in  the  normal  rate  of  contribu- 
tion. The  asset  valuation  method  is  based  on  cost  value.  The  actuarial  economic 
assumptions  are  an  interest  rate  of  6%  per  year  and  compatible  future  rates  of 
salary  increase.  The  assumed  rates  for  mortality,  withdrawal,  disability,  and 
service  retirement  are  based  on  actual  experience. 

The  Board  of  Trustees  has  set  the  employer  normal  contribution  rate  at 
4.16%  of  covered  payroll  for  each  employing  unit.  The  accrued  liability  rate,  if 
any,  varies  with  the  employing  units  depending  on  the  amount  of  prior  service 
which  is  awarded  to  the  members.  The  normal  contribution  rate  was  increased 
from  4.07  % effective  July  1,  1980,  as  a result  of  legislation  which  provided  an 
additional  cost-of-living  increase  for  retired  members. 

The  Law  Enforcement  Officers’ 

Benefit  and  Retirement  Fund  (LEO) 

N.C.G.S.  143-166 


The  Law  Enforcement  Officers’  Benefit  and  Retirement  Fund  (LEO)  was 
established  on  July  1,  1940;  however,  it  did  not  come  under  the  jurisdiction  of 
the  Department  of  State  Treasurer  until  July  1,  1978  when  the  North  Carolina 
General  Assembly  enacted  legislation  to  transfer  it  from  the  Department  of 
State  Auditor.  The  Fund  is  maintained  for  full-time  and  permanent  employees 
of  the  State  of  North  Carolina,  or  any  political  subdivision  thereof,  who  serve 
as  law  enforcement  officers,  clothed  with  the  power  of  arrest,  and  whose 
primary  duty  is  that  of  enforcing  on  the  public  property  the  criminal  laws  of 
the  State  or  serving  civil  processes.  While  the  benefit  structure  of  the  Fund  is 
very  similar  to  the  other  Retirement  Systems  administered  by  the  Department 
of  State  Treasurer,  it  is  governed  by  a Board  of  Commissioners  rather  than  the 
Boards  of  Trustees  which  govern  the  other  Systems.  The  State  Treasurer  also 
serves  as  chairman  of  this  Board. 

STATEMENT  OF  FUND  BALANCES:  The  Statement  of  Assets, 
Liabilities  and  Reserve  Balances  of  the  LEO  Fund  as  they  existed  on  December 
31,  1980,  and  December  31,  1979,  is  shown  in  Exhibit  N.  The  distribution  of 
investments  of  the  assets  of  the  LEO  Fund  as  of  December  31,  1980  is  shown 
below: 


Chart  13 


DISTRIBUTION  OF  INVESTMENTS 


Long-Term  Fixed  Income  Investment  Fund 
Short-Term  Fixed  Income  Investment  Fund 
Equity  Investment  Fund 
Total 


$198,392,210 

2,367,621 

28,633,833 

$229,393,664 
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Operations  of  the  LEO  Fund  during  the  calendar  year  1980  resulted  in 
total  receipts  of  $37,817,288  and  total  expenditures  of  $11,296,207.  The  expen- 
ditures are  increasing  more  rapidly  than  receipts  because  of  the  combination  of 
generally  increasing  annual  benefits  to  members  and  the  increasing  number  of 
retired  members  in  the  System.  Chart  14  shows  the  relationships  of  various 
sources  of  receipts  to  total  receipts  and  of  the  various  purposes  of  disbursements 
to  total  disbursements.  Statements  of  changes  in  Reserve  Balances  for  the 
Employee  Reserve,  the  Annuitant  Reserve,  the  Employer  Reserve,  and 
Separate  Benefit  Reserve  on  December  31,  1980  and  December  31,  1979  are 
shown  in  Schedules  N-l,  N-2,  N-3,  and  N-4,  respectively. 
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Law  Enforcement  Officers’  Benefit  and 
Retirement  Fund 
Year  Ended  December  31,  1980 


Chart  14 


Income  and  Receipts 


Disbursements  and  Transfers 


*Death  Benefits  for  members  who  died  1/1/1980  or  later  paid  by  the  North 
Carolina  Teachers’  and  State  Employees’  Benefit  Trust 


Administrative  Expense  of  $67,052  representing  .6%  of  total  disbursements  not 
included  above. 
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The  LEO  Fund  began  operations  with  4,000  members  and  total  assets  of 
$398,254.  As  of  December  31,  1980,  the  membership  has  increased  to  11,058, 
including  1,095  retired  members,  and  total  assets  of  $177,047,809.  The  in- 
crease in  the  growth  of  LEO  is  reflected  in  the  amount  of  payments  made  since 
1965,  as  indicated  on  Exhibit  O.  It  should  also  be  noted  that  since  LEO  has 
been  transferred  to  the  Department  of  State  Treasurer,  bookkeeping  and 
auditing  functions  are  maintained  on  a calendar  year  basis  effective  January  1, 
1979,  as  they  are  in  the  other  Systems. 

The  latest  Actuary’s  Valuation  Balance  Sheet  for  the  LEO  Fund  as  of 
January  1,  1980  is  shown  in  Schedule  N-5.  Actuarial  gains  and  losses  are 
reflected  in  the  accrued  liability  and  thereby  affect  the  period  of  liquidation. 
The  asset  valuation  method  is  based  on  cost  value.  The  actuarial  economic 
assumptions  are  an  interest  rate  of  6 % per  year  and  compatible  future  rates  of 
salary  increase.  The  assumed  rates  for  mortality,  withdrawal,  and  service 
retirement  are  based  on  actual  experience. 

Based  on  the  actuary’s  report,  the  Board  of  Commissioners  set  the 
employer  contribution  rate  at  6.71%  of  covered  payroll,  reduced  by  receipts 
from  court  costs  estimated  at  the  rate  of  1.20% , for  a net  employer  contribu- 
tion of  5.51  % of  covered  payroll  payable  by  the  State.  On  this  basis,  the  total 
employee  and  employer  rate  of  contribution  is  adequate  to  fund  all  future 
benefits  based  on  current  service  and  to  fund,  over  a period  of  25  years  from 
January  1,  1980,  the  remaining  accrued  liability.  Subsequent  action  of  the  1981 
Session  of  the  General  Assembly  set  the  net  employer  contribution  rate  at 
5.64%  of  covered  payroll  effective  July  1,  1981. 

> 

Uniform  Judicial  Retirement  System  of 
North  Carolina  (Judicial  System) 

N.C.G.S.  135-50  through  135-71 

Uniform  Solicitorial  Retirement  System  of 
North  Carolina  (Solicitorial  System) 

N.C.G.S.  135-77  through  135-78 

Uniform  Clerks  of  Superior  Court 

Retirement  System  of  North  Carolina  (Clerks  of  Court  System) 
N.C.G.S.  135-84  through  135-85 

The  Judicial  System  was  created  by  the  1973  Session  of  the  General 
Assembly  to  be  effective  January  1,  1974.  The  membership  of  the  Judicial 
System  is  composed  of  judges  and  justices  of  the  General  Court  of  Justice  of 
North  Carolina.  Prior  to  the  creation  of  this  System,  judges  of  the  Superior 
Court,  Appellate  Court,  and  justices  of  the  Supreme  Court  received  a pension 
upon  retirement  which  was  a continuation  of  compensation  appropriated 
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annually  by  the  General  Assembly.  Included  in  the  membership  of  this  System 
as  retirees  were  judges  and  justices  previously  retired  and,  for  the  first  time,  the 
surviving  spouses  of  previously  retired  judges  and  justices.  The  Courts’  Com- 
mission was  responsible  for  the  design  of  the  benefit  structure  and  funding  pro- 
visions of  the  Judicial  System.  There  were  339  members  including  107  retirees 
in  receipt  of  allowances  as  of  December  31,  1980.  During  1980  the  monthly 
allowances  paid  totalled  $1,334,702  and  death  benefits  paid  amounted  to 
$36,960. 

The  Solicitorial  System  was  established  by  the  1973  Session  (Second  Ses- 
sion 1974)  of  the  General  Assembly  to  provide  retirement  benefits  similar  to  the 
Judicial  System  for  the  solicitors  and  district  attorneys  of  the  General  Court  of 
Justice.  These  officials  were  previously  members  of  the  State  System.  There 
were  45  members  including  six  retirees  in  receipt  of  allowances  as  of  December 
31,  1980.  During  1980  the  monthly  retirement  allowances  paid  totalled 
$75,674  and  there  were  no  death  benefits  paid. 

The  Clerks  of  Court  System  was  created  by  the  1975  Session  of  the  General 
Assembly  to  provide  retirement  benefits  similar  to  the  Judicial  System  for  all 
Clerks  of  the  Superior  Court  Division  of  the  General  Court  of  Justice.  These  of- 
ficials were  previously  members  of  the  State  System.  There  were  131  members 
including  30  retirees  in  receipt  of  monthly  allowances  as  of  December  31,  1980. 
During  1980  the  monthly  retirement  allowances  paid  totalled  $238,250  and 
there  were  no  death  benefits  paid. 

STATEMENT  OF  FUND  BALANCES:  The  Statements  of  Assets, 
Liabilities  and  Reserve  Balances  of  the  Judicial,  Solicitorial,  and  Clerks  of 
Court  Systems  are  shown  in  Exhibits  P,  Q and  R,  as  of  December  31,  1980  and 
December  31,  1979,  respectively.  Statements  of  Changes  in  Reserve  Balances 
for  the  Employee  Reserve,  the  Annuitant  Reserve,  and  the  Employer  Reserve 
for  1980  and  the  1979  plan  years  for  these  three  Systems  are  shown  in  Schedules 
P-1,  P-2  and  P-3;  and  Q-l,  Q-2  and  Q-3;  and  R-l,  R-2  and  R-3,  respectively. 

These  three  systems  are  funded  on  the  same  level  full  funding  basis  as  the 
State  and  Local  Systems.  The  actuarial  economic  assumptions  are  an  interest 
rate  of  5%  per  year  and  compatible  future  rates  of  salary  increase.  The  latest 
Actuary’s  Valuation  Balance  Sheet,  as  of  December  31,  1980,  for  the  Judicial, 
Solicitorial,  and  Clerks  of  Court  Systems  are  shown  in  Schedules  P-4,  Q-4,  and 
R-4,  respectively. 
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Chart  15 


CONTRIBUTION  RATE  AND  FUNDING  PERIOD 


Employer  Contribution 


System 


Rate 


Funding  Period 


Judicial 
Solicitorial 
Clerks  of  Court 


30.77% 

24.03% 

29.00% 


27  years 
23  Vi  years 
33l/«  years 


Legislative  Retirement  Funds  (Fund) 

N.C.G.S.  120-4.1  through  120-4.2 

The  Fund  was  created  by  the  1969  Session  of  the  General  Assembly  as  a 
retirement  plan  for  members  and  elected  officers  of  the  North  Carolina  General 
Assembly.  The  Fund  was  abolished,  prospectively,  by  the  1973  Session  (Second 
Session  1974).  The  abolishing  Act  preserved  the  vested  and  inchoate  rights  of 
the  members  in  the  Fund  so  that  all  members  and  former  members  of  the 
General  Assembly  who  had  qualified  by  virtue  of  service  as  of  1974  are  still  in 
receipt  of  monthly  allowances  or  may  apply  for  and  receive  monthly 
allowances  at  age  65.  There  were  61  former  members  and  officers  of  the 
General  Assembly  in  receipt  of  allowances  with  a cost  in  the  year  ended 
December  31,  1980,  of  some  $92,000.  This  cost  is  funded  by  a contribution  of 
5%  of  compensation  paid  by  members  at  retirement  and  an  annual  general 
fund  appropriation  made  to  the  General  Assembly. 

The  Fund  is  not  operated  as  a retirement  fund,  but  as  a governmental 
general  type  fund.  The  Statement  of  Assets,  Liabilities  and  Fund  Balances  as 
they  existed  on  December  31,  1980  and  December  31,  1979  is  shown  in  Exhibit 
S.  The  Statement  of  Changes  in  the  Fund  Balance  for  the  years  ended  1980  and 
1979  is  shown  in  Schedule  S-l. 

Health  Benefits  Program  For 

Teachers  And  State  Employees  (Health  Program) 

N.C.G.S.  135-35  through  135-36 

The  Health  Program  was  created  by  the  1971  Session  of  the  General 
Assembly  to  provide  a two-part  program  consisting  of  hospital  and  medical 
care  benefits  and  disability  salary  continuation  benefits. 

Hospital  and  medical  care  benefits  have  been  provided  by  contract  with 
Blue  Cross  and  Blue  Shield  of  North  Carolina  since  July  1,  1972.  Eligible 
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subscribers  include  (i)  all  permanent  and  full-time  teachers  and  State 
employees,  and  (ii)  retired  teachers,  State  employees  and  their  surviving 
spouses.  The  contract  for  hospital  and  medical  care  benefits  is  determined  by 
the  Board  of  Trustees  by  a process  of  competitive  proposals  and  negotiations. 
The  individual  subscriber  cost  for  active  teachers  and  State  employees  is  cur- 
rently fully  funded  by  the  employer  as  provided  by  General  Assembly  ap- 
propriations bills.  Dependent  coverage  is  available  at  an  additional  cost  to  the 
individual.  The  carrier  premiums  are  paid  to  and  claims  handled  by  the  car- 
rier. 


Effective  July  1,  1981,  the  responsibility  for  the  formulation  and  establish- 
ment of  the  Hospital  and  Medical  Care  Benefits  program  was  transferred  to  the 
newly  created  Committee  on  Employee  Hospital  and  Medical  Benefits.  The 
Board  of  Trustees  will  continue  to  administer  the  Program  under  the  direction 
of  the  Committee. 

State  funding  for  the  individual  cost  of  retired  teachers,  State  employees 
and  their  surviving  spouses  was  provided  for  the  first  time,  beginning  October 
1,  1978,  by  appropriations  from  the  General  Fund  by  the  General  Assembly. 
This  action  caused  the  number  of  retired  subscribers  to  approximately  double 
and  the  premiums  paid  to  increase. 

The  composition  of  the  health  and  medical  care  benefits  coverage  group  as 
of  the  last  quarter  in  the  calendar  years  ended  1980  and  1979  was  as  follows: 

Chart  16 


BENEFITS  MEMBERSHIP 


1980 

1979 

Number  of  Employees 

197,581 

193,815 

Number  of  Employee  Dependents 

182,165 

184,311 

Number  of  Retirees 

38,118 

36,182 

Number  of  Retiree  Dependents 

17,684 

21,154 

Total  Covered 

435,558 

435,462 

The  decrease  in  the  dependent  coverage  is  a result  of  Public  Law  95-555 
which  mandated  that  maternity  benefits  be  paid  for  covered  female  employees 
and  dependent  spouses  of  male  employees  on  the  same  basis  as  benefits  are  pro- 
vided for  other  conditions. 
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Premiums  paid  to  the  carrier  and  claims  paid  to  subscribers  by  the  carrier 
during  the  fiscal  years  1980-81  and  1979-80  were  as  follows: 


Chart  17 


PREMIUMS  AND  CLAIMS  PAID 


1980/81 

1979/80 

Premiums 

Claims  Paid 

$128,876,873 

$132,905,490 

$104,562,370 

$108,942,002 

Disability  salary  continuation  benefits  are  self-insured  and  are  ad- 
ministered by  the  Division.  The  North  Carolina  Employee  Disability  Fund  was 
established  to  guarantee  these  benefits  and  was  funded  for  a period  of  three 
years,  from  July  1,  1972  to  June  30,  1975,  at  the  rate  of  $3.00  per  month  per 
employee  paid  by  the  employers.  In  1975  the  General  Assembly  suspended  the 
employer  contribution.  Since  that  time,  benefits  have  continued  to  be  paid 
from  the  investment  earnings  and  accumulated  reserves.  In  1977,  for  the  first 
time,  the  benefit  payments  exceeded  the  investment  earnings  and  the  difference 
was  paid  from  the  accumulated  reserves.  According  to  actuarial  projections, 
the  reserves  against  future  employer  contributions  could  be  exhausted  in  the 
calendar  years  1981  or  1982. 

Effective  July  1,  1981,  the  responsibility  for  the  formulation  and  establish- 
ment of  the  Disability  Salary  Continuation  Plan  was  transferred  to  the  newly 
created  Committee  on  Employee  Hospital  and  Medical  Benefits.  The  Board  of 
Trustees  will  continue  to  administer  the  Plan  under  the  direction  of  the  Com- 
mittee. 

The  Statement  of  Assets,  Liabilities  and  Reserve  Balances  of  the  North 
Carolina  Employee  Disability  Fund  as  they  existed  on  December  31,  1980  and 
1979  is  shown  in  Exhibit  T with  the  Statements  of  Changes  in  the  Annuitant 
and  Employer  Reserves  for  the  same  periods  shown  in  Schedules  T-l  and  T-2. 
The  Actuary’s  Valuation  Balance  Sheet  as  of  January  1,  1980  is  shown  in 
Schedule  T-3. 
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Shown  below  are  certain  facts  relating  to  the  number  of  disabled 
members,  number  of  new  claims  during  the  year,  the  claims  closed  during  the 
year,  investment  earnings,  and  amount  of  benefit  payments  during  the  calen- 
dar years  ended  1980  and  1979. 


Chart  18 


SELECTED  STATISTICS 


1980 


1979 


Number  of  Disabled  Members  1,118 

New  Claims  During  the  Year  607 

Claims  Closed  During  the  Year  570 

Investment  Earnings  $1,244,643 

Amount  of  Benefit  Payments  $1,963,366 


1,040 

617 

555 

$1,182,736 

$1,885,214 


Public  Employees’  Social  Security  Agency  (Social  Security  Agency) 
N.C.G.S.  135-19  through  135-26 


The  Social  Security  Agency  administers  the  State’s  responsibility  under  the 
Social  Security  Agreement  between  the  State  of  North  Carolina  and  the 
Secretary  of  Health,  Education,  and  Welfare.  This  Agreement  was  entered  into 
on  July  16, 1951.  This  Agreement  was  executed  pursuant  to  authority  in  Section 
218  of  the  Federal  Social  Security  Act  and  Article  2,  Chapter  135  of  the  General 
Statutes  of  North  Carolina. 


The  provisions  of  the  Agreement  require  the  Social  Security  Agency  to  pro- 
vide the  mechanics  of  coverage  for  the  State  and  its  qualified  political  subdivi- 
sions, to  collect  and  transmit  employee  and  employer  contributions,  and  to  act 
as  liaison  between  the  State  and  the  Social  Security  Administration. 

During  the  calendar  year  ended  December  31,  1980  the  Social  Security 
Agency  remitted  $523,747,845  in  employee  and  employer  social  security  con- 
tributions from  1,237  State  and  local  government  coverage  units  for  more  than 
379,000  public  employees  in  North  Carolina. 

The  Statement  of  Assets  and  Liabilities  and  the  Statement  of  Receipts  and 
Disbursements  of  the  Social  Security  Agency  for  the  year  ended  December  31, 
1980  are  shown  in  Exhibit  U and  Schedule  U-l,  respectively. 
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Teachers  and  State  Employees  Benefit  Trust  (Benefit  Trust) 

N.C.G.S.  135-5(1);  128-27(1)  and  143-166(z) 

The  Benefit  Trust  was  established  January  1,  1980,  after  enabling  legisla- 
tion was  enacted  in  the  1979  Session  of  the  General  Assembly,  by  the  Board  of 
Trustees  of  the  Teachers’  and  State  Employees’  Retirement  System.  The  Board 
of  Trustees  of  the  Local  Governmental  Employees’  Retirement  System  and  the 
Board  of  Commissioners  of  the  Law  Enforcement  Officers’  Benefit  and  Retire- 
ment Fund  elected  to  become  participating  affiliates  in  the  Trust  at  the  same 
date.  The  purpose  of  the  Benefit  Trust  is  to  provide  group  life  insurance 
benefits  for  members  of  these  three  retirement  systems.  Formerly,  identical 
type  death  benefits  were  provided  directly  by  these  retirement  systems. 

The  payment  of  a lump-sum  amount  from  the  Trust  at  the  death  of  a 
covered  member  is  equal  to  the  annual  compensation  of  such  member  to  a max- 
imum payment  of  $20,000.  All  contributions  to  fund  this  benefit  are  paid  by 
State  and  local  governments,  participating  in  one  of  the  three  retirement 
systems,  to  the  Trust  and  held  separate  and  apart  from  any  pension  or  retire- 
ment funds.  These  contributions  together  with  investment  income  on  the  assets 
are  used  exclusively  to  pay  the  lump-sum  death  payments  and  the  ad- 
ministrative expenses  of  the  Trust. 

According  to  the  most  reliable  expert  information  available,  the  benefits 
under  the  Trust  constitute  group  life  insurance  under  Section  79  of  the  Internal 
Revenue  Code.  As  insurance,  the  benefit  payments  are  excludable  from  the 
gross  income  of  the  recipients  pursuant  to  the  provisions  of  Section  101(a)(1)  of 
the  Code. 

The  funding  method  adopted  for  the  Benefit  Trust  is  one-year  term  cost. 
The  first  actuarial  valuation,  for  the  year  ended  December  31,  1980,  is  not  yet 
available.  The  Statement  of  Assets,  Liabilities  and  Fund  Balance  as  of 
December  31,  1980  is  shown  in  Exhibit  V and  the  Statement  of  Changes  in  the 
Fund  Balance  is  shown  in  Schedule  V-l.  Chart  20  shows  the  relationship  of  the 
various  sources  of  receipts  to  total  receipts  and  the  various  disbursements  to 
total  disbursements.  The  number  of  deaths,  according  to  member  group,  caus- 
ing benefit  payments  during  1980  are  shown  in  the  chart  below: 

Chart  19 

LIFE  INSURANCE  PAYMENTS  FROM  BENEFIT  TRUST  IN  1980 


Retirement  Membership  Number  Paid 


Teachers  and  State  Employees  306 

Local  Governmental  Employees  78 

Law  Enforcement  Officers  11 
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Chart  20 


North  Carolina  Teachers’  and  State  Employees 
Benefit  Trust 

Year  Ended  December  31,  1980 


Income  and  Receipts  - Employer  Contributions 


* Administrative  Expense  $24,224  representing  .6%  of  total  disbursements  not 
included  above. 
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ADMINISTRATIVE  SERVICES  DIVISION 


The  Administrative  Services  Division  was  organized  to  provide  support 
services  to  the  other  three  Divisions  in  the  Department.  Specialized  services 
provided  deal  mainly  with  the  budget,  personnel,  purchasing,  cost  benefit 
studies  and  rendering  aid  in  the  implementation  of  new  programs.  Technical 
services  provided  are  in  the  areas  of  word  processing  and  computer  operations. 
Functions  of  supply,  procurement,  messenger  and  mail  processing  fall  in  the 
realm  of  general  support  services.  The  abandoned  property  operation  is  ad- 
ministered by  the  Administrative  Services  Division;  however,  its  functions  are 
entirely  separate  from  all  other  activities  of  the  Division. 


ORGANIZATION 
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Support  Services 

PERSONNEL:  With  the  increasing  demand  for  versatility  and  efficiency 
in  the  public  sector,  training  has  become  a chief  concern  of  the  departmental 
personnel  program.  In  this  effort  is  an  increased  emphasis  on  management 
training.  Numerous  one-day  workshops  were  presented  during  the  year  for 
Division  Directors,  supervisors  and  assistant  supervisors.  Topics  included  com- 
munications skills,  work  planning  and  stress  and  time  management.  The  Public 
Manager  s Program,  a project  offered  through  the  Office  of  State  Personnel, 
successfully  completed  a pilot  cycle  and  involved  virtually  every  phase  of  the 
management  process. 

Coupled  with  this  management  emphasis  have  been  continuing  training 
opportunities  for  all  employees.  Classes,  workshops,  seminars  and  formal 
degree  programs  have  been  successfully  completed  by  some  40  employees.  A 
record  number  of  employees  (21)  requested  tutition  reimbursement. 

In  February  1981,  a comprehensive  employee  handbook  was  distributed  to 
each  employee.  This  long-awaited  manual  serves  as  a resource  and  guide  on 
and  regulations  and  procedures  while  providing  explanation  and  clarification 
of  both  state  and  departmental  policy. 

Sound  position  management  is  the  foundation  of  any  personnel  program 
and  a progressive  review  and  study  project  is  slated  for  the  upcoming  bien- 
nium. By  reviewing  and  scrutinizing  position  classes,  we  can  insure  fair  and 
equitable  salary  administration. 


Chart  21 


EMPLOYMENT  DISTRIBUTIONS 


STATE  AND  LOC 
GOVERNMENT  FIN> 
23  POSITIONS 
11% 


OFFICE  OF  THE 
TREASURER  . 
4 POSITIONS 
2% 
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Chart  22 


ALLOCATION  OF  POSITIONS 


DATA  PROCESSING:  The  Data  Processing  Section  provides  all  re- 
quired data  processing  needs  for  the  department.  It  also  provides  on  a continu- 
ing basis,  planning,  system  analysis  and  design,  and  programming  which  serves 
to  meet  current  unexpected  needs  and  expected  future  growth  of  the  various 
programs  using  automated  processing  of  data. 

Since  the  acquisition  of  a new  computer  system,  we  are  able  to  provide  ser- 
vices which  are  more  timely  and  at  the  same  time  maintain  the  quality  of  ser- 
vices required  by  the  various  divisions.  The  new  system  has  also  enabled  us  to 
eliminate  our  third  shift  operations  and  reduce  our  overtime.  This  was  ac- 
complished without  an  increase  in  the  operating  budget. 

Some  of  our  major  projects  have  been: 

• Revise  the  Check  Clearing  system  which  provides  a more  efficient  and 
flexible  operation  for  both  the  Check  Clearing  Section  and  the  Data 
Processing  Section. 

• Automation  of  the  Investment  Accounting  system  to  an  on-line  system. 
This  will  be  a more  proficient  system  as  it  is  implemented  in 
1981-1982. 
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The  implementation  of  future  programs  and  changes  to  existing  programs 
during  the  next  fiscal  year  will  provide  the  department  with  the  required  infor- 
mation for  making  more  informed  management  decisions.  This  information 
will  be  provided  on  a timely  basis  and  will  be  useful  at  all  levels  of  management 
in  advancing  the  aims  and  goals  of  the  Department. 

WORD  PROCESSING:  The  Word  Processing  Center  provides  support 
in  the  preparation  of  manuals,  procedures,  statistical  reports  and  daily  cor- 
respondence to  the  four  divisions  of  the  Department.  The  continued  utilization 
of  the  Center  by  the  divisions  necessitated  expansion  of  the  area  and  the  ac- 
quisition of  the  fifth  word  processing  machine. 

The  preparation  on  the  photocomposer  of  all  camera-ready  copy  for  bond 
official  statements,  notes  and  bond  circulars,  and  the  State  Treasurer’s  Annual 
Report  has  continued  to  be  very  successful  and  product  quality  remains  at  a 
high  level. 

In  January  1980,  the  Center  assumed  the  responsibilities  of  providing  a 
central  contact  person  for  the  processing  of  all  printing  requests  from  the  four 
divisions.  The  Center  works  very  closely  with  the  divisions  in  the  designing  of 
new  forms.  During  the  year,  17  new  forms  were  designed  and  5 forms  were 
eliminated. 

During  this  fiscal  year,  the  Word  Processing  Center  processed  97,376 
documents  with  a total  line  count  of  2,219,970.  The  following  chart  indicates 
the  average  line  count  by  quarters: 


AVERAGE  MONTHLY  LINE  COUNT 


Chart  23 
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ABANDONED  PROPERTY  ADMINISTRATION:  Effective  July  1, 
1971,  the  State  Treasurer  became  custodian  of  the  Escheat  Fund.  This  Fund  is 
comprised  of  moneys  transferred  to  the  State  from  financial  institutions  and 
others  which  would  have  been  paid  to  persons  who  cannot  be  located.  The 
State  maintains  custody  of  the  moneys  and  invests  the  moneys  until  the  rightful 
owner  submits  a just  claim. 

On  January  1,  1981,  a new  “Escheats  and  Abandoned  Property”  law 
became  effective.  The  purpose  of  this  law  was  to  enhance  the  administration  of 
abandoned  property  laws  and  to  increase  the  likelihood  of  reuniting  the  owners 
with  their  abandoned  property.  To  this  end  the  statute  of  limitations  on 
recovery  of  property  was  removed.  The  interest  earned  on  the  money  held  by 
the  State  Treasurer  is  paid  annually  to  the  State  Educational  Assistance 
Authority.  The  Escheat  Fund  currently  makes  available  approximately  $1.5 
million  per  year  from  investment  income  which  the  Authority  uses  to  make 
loans  to  worthy  and  needy  North  Carolina  students  in  North  Carolina  instuti- 
tions  of  higher  learning. 

ESCHEAT  FUND  STATISTICS 


80-81  79-80 


Abandoned  Property  Collections  $4,149,514  $2,926,737 

Refunds  (current  year)  154,360  101,697 

Income  from  Investments  1,565,637  1,235,432 

Administrative  Expenses  83,329  59,122 

Income  to  SEAA  1,482,309  1,176,309 


The  ending  fund  balance  on  June  30,  1981,  was  $20,718,808;  an  increase 
of  19%  over  the  July  1,  1980,  beginning  balance  of  $16,723,654. 

Financial  statements  pertaining  to  the  Escheat  Fund  may  be  found  in 
Exhibit  W,  and  Schedules  W-l  and  W-2. 
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EXHIBIT  A 


SHORT-TERM  FIXED  INCOME 
INVESTMENT  FUND 
BALANCE  SHEET 
June  30,  1981 


ASSETS 

Agency  and  institution  collection  accounts 
Treasurer’s  bank  clearing  accounts 
Accrued  interest  receivable 
Fixed  Income  Investments  at  Book  Value 
Certificates  of  Deposit  and  Savings  Certificates 
Clearings  in  Process 


FUND  CASH  BALANCES 

Disbursing  accounts 

Institutional  Trust  Fund  accounts 

General  Fund 

Special  Funds 

Highway  Funds 

Capital  Improvement  Funds 

Certification  in  Transit 

Direct  deposits  with  State  Treasurer 

Long-term  Fixed  Income  Investment  Fund 

Equity  Investment  Fund 

Undistributed  Income,  Short-term  Fixed  Income 
Investment  Fund 


$ 17,612,204 

28,581,102 
36,858,669 
1,261,698,924 
212,967,000 
4,856,415 

$1,585,632,301 


$ 236,871,813 
35,492,681 
374,990,390 
248,075,170 
105,678,731 
221,415,106 
(422,795) 
294,739 
288,758,363 
39,897,779 

11,522,336 

$1,562,574,313 


EXHIBIT  B 


SHORT-TERM  FIXED  INCOME  INVESTMENT  FUND 
INCOME  STATEMENT 
For  Fiscal  Year  Ended  June  30,  1981 


Interest  income 

Earnings  from  Securities  Lending 
Earnings  from  Fail  Balances 
Net  gain  (loss)  on  Sale  of  Investments 
Income  before  expenses 
Management  expenses  allocated 
Net  income 


$163,280,578 

1,306,250 

9,980 

(8,262,399) 

156,229,757 

(104,652) 

$156,229,757 
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SCHEDULE  A-l 


SHORT-TERM  FIXED  INCOME 
INVESTMENT  FUND 

FIXED  INCOME  INVESTMENTS  AT  BOOK  VALUE 

June  30,  1981 


Repurchase  Agreements  $ 182,400,000 

U.  S.  Treasury  and  Agency  Securities  1,079,298,924 

$1,261,698,924 


SCHEDULE  A-2 


DEPARTMENT  OF  STATE  TREASURER 
TREASURER’S  CLEARING  ACCOUNTS 
June  30,  1981 


Raleigh,  Bank  of  North  Carolina,  N.  A. 

$ 542,342 

Raleigh,  Branch  Banking  & Trust  Co. 

1,238,477 

Raleigh,  Central  Carolina  Bank  & Trust  Co. 

1,404,145 

Raleigh,  First-Citizens  Bank  & Trust  Co. 

309,015 

Raleigh,  First  Union  National  Bank  of  N.C. 

4,403,185 

Raleigh,  North  Carolina  National  Bank 

12,092,324 

Unemployment  Benefit  Account 

411,085 

Unemployment  Clearing  Account 

97,862 

Raleigh,  The  Planters  National  Bank  & Trust  Co. 

487,736 

Raleigh,  Southern  National  Bank  of  N.C. 

842,805 

Raleigh,  United  Carolina  Bank 

1,004,275 

Raleigh,  Wachovia  Bank  & Trust  Co.,  N.A. 

5,747,851 

$28,581,102 
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SCHEDULE  A-3 


AGENCY,  DEPARTMENT  AND  INSTITUTION 
COLLECTION  ACCOUNTS,  CERTIFICATES  OF  DEPOSIT 
AND  SAVINGS  CERTIFICATES 
June  30,  1981 


Collection 

CD’s  and 
Savings 

Accounts 

Certificates 

Aberdeen,  The  Carolina  Bank 

$ 94 

$ 

Aberdeen,  First  Security  Saving  Ac  Loan  Assoc. 

100,000 

Ahoskie,  Tarheel  Bank  & Trust  Co. 

133 

Ahoskie,  The  Planters  National  Bank  Ac  Trust  Co. 

880 

Ahoskie,  Wachovia  Bank  Ac  Trust  Co.,  N.A. 

446 

Albemarle,  Cabarrus  Bank  Ac  Trust  Co. 

213 

Albemarle,  N.C.  Federal  Savings  Ac  Loan  Assoc. 

5,100,000 

Albemarle,  The  First  National  Bank  of  Albemarle 

426 

1,200,000 

Albemarle,  Home  Savings  Ac  Loan  Association 

960,000 

Ansonville,  United  Carolina  Bank 

528 

Asheboro,  The  First  National  Bank  of  Randolph  Co. 

593 

Asheboro,  First  Peoples  Savings  Ac  Loan  Assoc. 

3,600,000 

Asheboro,  Wachovia  Bank  Ac  Trust  Co.,  N.A. 

1,220 

Banner  Elk,  North  Carolina  National  Bank 

100,000 

Bath,  Southern  Bank  Ac  Trust  Co. 

618 

Bayboro,  Wachovia  Bank  Ac  Trust  Co.,  N.A. 

512 

Beaufort,  First-Citizens  Bank  Ac  Trust  Co. 

145 

Belhaven,  Southern  Bank  Ac  Trust  Co. 

800,000 

Belmont,  The  Bank  of  Belmont 

1,265,000 

Biscoe,  The  Fidelity  Bank 

141,000 

Black  Mountain,  The  Northwestern  Bank 

16 

Bolivia,  United  Carolina  Bank 

696 

Boone,  Bank  of  North  Carolina,  N.A. 

176 

Boone,  The  Northwestern  Bank 

66 

Boone,  Watauga  Savings  Ac  Loan  Assoc. 

100,000 

Bryson  City,  First-Citizens  Bank  Ac  Trust  Co. 

495 

Burlington,  Bank  of  North  Carolina,  N.A. 

525 

Burlington,  Community  Federal  Savings  Ac  Loan  Assoc. 

1,800,000 

Burlington,  The  Morris  Plan  Industrial  Bank 

250,000 

Burlington,  Wachovia  Bank  Ac  Trust  Co.,  N.A. 

94 

Burnsville,  The  Northwestern  Bank 

396 

Butner,  Central  Carolina  Bank  Ac  Trust  Co. 

719 

Candor,  The  Bank  of  Candor 

615 

100,000 

Canton,  First-Citizens  Bank  Ac  Trust  Co. 

316 

Carolina  Beach,  Bank  of  North  Carolina,  N.A. 

373 

Carthage,  Citizens  Savings  Ac  Loan  Assoc. 

100,000 

Cary,  Branch  Banking  Ac  Trust  Co. 

951 

Cary,  The  Carolina  Bank 

592 

Catawba,  Peoples  Bank 

1,190,000 

Chapel  Hill,  Central  Carolina  Bank  Ac  Trust  Co. 

459 

Chapel  Hill,  First-Citizens  Bank  Ac  Trust  Co. 

148 
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Collection 

Accounts 


CD’s  and 
Savings 
Certificates 


Charlotte,  City  National  Bank  $ 

$ 2,500,000 

Charlotte,  First  Union  National  Bank  of  N.C. 

25,000,000 

Charlotte,  First  Federal  Savings  fit  Loan  Assoc. 

2,500,000 

Charlotte,  Home  Federal  Savings  fit  Loan  Assoc. 

100,000 

Charlotte,  Metrolina  National  Bank 

890,000 

Charlotte,  Mutual  Savings  fit  Loan  Assoc. 

1,000,000 

Charlotte,  Perpetual  Savings  & Loan  Assoc. 

100,000 

Charlotte,  Wachovia  Bank  fit  Trust  Co.,  N.A. 

83 

Clayton,  First-Citizens  Bank  fit  Trust  Co. 

228 

Clinton,  First-Citizens  Bank  fit  Trust  Co. 

1,385 

Clinton,  United  Carolina  Bank 

622 

Concord,  Cabarrus  County  Savings  fit  Loan 

1,000,000 

Concord,  Citizens  National  Bank 

364 

Concord,  Citizens  Savings  fit  Loan 

2,500,000 

Concord,  C-K  Federal  Savings  fit  Loan 

2,500,000 

Conover,  First  Federal  Savings  fit  Loan  Assoc,  of  Catawba  Co. 

100,000 

Cornelius,  First  Union  National  Bank  of  N.C. 

286,000 

Creswell,  The  East  Carolina  Bank 

1,171 

Danbury,  The  Northwestern  Bank 

1,782 

Dobson,  The  Northwestern  Bank 

967 

Dobson,  Peoples  Bank 

890 

Dunn,  First-Citizens  Bank  fit  Trust  Co. 

523 

Dunn,  Home  Savings  fit  Loan  Assoc,  of  Dunn 

100,000 

Dunn,  United  Carolina  Bank 

189 

Durham,  Central  Carolina  Bank  & Trust  Co. 

1,545 

Durham,  Mechanics  fit  Farmers  Bank 

213 

1,000,000 

Durham,  Wachovia  Bank  fit  Trust  Co.,  N.A. 

565 

Eden,  Southern  National  Bank  of  North  Carolina 

530 

Edenton,  Peoples  Bank  fit  Trust  Co. 

950 

Elizabeth  City,  Albemarle  Savings  fit  Loan  Assoc. 

100,000 

Elizabeth  City,  Peoples  Bank  fit  Trust 

944 

Elizabethtown,  Bank  of  North  Carolina,  N.A. 

306 

Elizabethtown,  Wachovia  Bank  fit  Trust  Co.,  N.A. 

725 

Elkin,  Mutual  Savings  fit  Loan  Assoc. 

100,000 

Elkin,  The  Northwestern  Bank 

153 

Fairfield,  The  East  Carolina  Bank 

292 

Faison,  Branch  Banking  fit  Trust  Co. 

815 

Fayetteville,  Branch  Banking  fit  Trust  Co. 

625 

Fayetteville,  First-Citizens  Bank  fit  Trust  Co. 

647 

Fayetteville,  United  National  Bank 

811 

Forest  City,  The  Northwestern  Bank 

556 

Franklinton,  Franklinton  Savings  and  Loan 

100,000 

Fuquay-Varina,  The  Carolina  Bank 

1,505 

Gastonia,  First-Citizens  Bank  fit  Trust  Co. 

256 

Gastonia,  First  Federal  Savings  fit  Loan 

500,000 

Gastonia,  First  Stock  Savings  fit  Loan  Corp. 

100,000 

Gastonia,  Independence  National  Bank 

118 

2,000,000 
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Gastonia,  Gastonia  Mutual  Savings  & Loans  Assoc. 
Gatesville,  Tarheel  Bank  Ac  Trust 
Goldsboro,  American  Savings  & Loan  Assoc. 
Goldsboro,  Branch  Banking  Ac  Trust  Co. 

Goldsboro,  First-Citizens  Bank  Ac  Trust  Co. 

Goldsboro,  First  Federal  Saving  Ac  Loan  Assoc. 
Goldsboro,  Wachovia  Bank  Ac  Trust  Co.,  N.A. 
Graham,  Graham  Savings  Ac  Loan  Assoc. 

Granite  Falls,  Bank  of  Granite 
Granite  Falls,  Granite  Falls  Savings  & Loan 
Granite  Quarry,  Farmers  Ac  Mechanics  Bank 
Greensboro,  American  Federal  Savings  Ac  Loan 
Greensboro,  Community  Bank  of  Carolina 
Greensboro,  First-Citizens  Bank  Ac  Trust  Co. 
Greensboro,  Gateway  Bank 
Greensboro,  Greensboro  National  Bank 
Greensboro,  Scottish  Savings  Ac  Loan  Assoc. 

Greenville,  First  Federal  Savings  Ac  Loan 
Greenville,  Home  Federal  Savings  fit  Loan  Assoc. 
Greenville,  North  State  Saving  Ac  Loan  Corp. 
Greenville,  The  First  State  Bank 
Greenville,  The  Planters  National  Bank  Ac  Trust  Co. 
Halifax,  Branch  Banking  Ac  Trust  Co. 

Hamlet,  First  Southern  Savings  Ac  Loan  Assoc. 
Havelock,  Bank  of  North  Carolina,  N.A. 

Henderson,  Southern  National  Bank  of  North  Carolina 
Hendersonville,  First  Federal  Saving  Ac  Loan  Assoc. 
Hendersonville,  The  Northwestern  Bank 
Hertford,  Peoples  Bank  Ac  Trust  Co. 

Hickory,  Fidelity  Federal  Savings  Ac  Loan  Assn. 
Hickory,  First-Citizens  Bank  and  Trust  Co. 

Hickory,  The  First  National  Bank  of  Catawba  Co. 

Hickory,  The  Northwestern  Bank 

Highlands,  Carolina  Mountain  Bank 

Highlands,  Mountain  Federal  Savings  Ac  Loan  Assoc. 

High  Point,  Central  Savings  Ac  Loan 

High  Point,  First-Citizens  Bank  Ac  Trust  Co. 

High  Point,  High  Point  Bank  Ac  Trust  Co. 

High  Point,  Wachovia  Bank  Ac  Trust  Co.,  N.A. 
Hillsborough,  Hillsborough  Savings  Ac  Loan  Assoc. 
Hope  Mills,  First-Citizens  Bank  Ac  Trust  Co. 
Jacksonville,  Bank  of  North  Carolina,  N.A. 
Jacksonville,  First-Citizens  Bank  Ac  Trust  Co. 

Jefferson,  The  Northwestern  Bank 
Kannapolis,  Cabarrus  Bank  Ac  Trust  Co. 

Kenansville,  United  Carolina  Bank 
Kenly,  Kenly  Savings  Ac  Loan  Assoc. 


CD’s  and 
Collection  Savings 

Accounts  Certificates 


$ 


934 

700 

248 


257 


388 

804 

866 

706 

292 

66 

296 

194 

284 

347 


233 

363 

676 

823 

1,595 

188 

362 

588 


$ 1,400,000 
950,000 
2,030,000 


100,000 

1,000,000 

3.200.000 
100,000 
200,000 
100,000 

1,000,000 

100,000 

1.500.000 
100,000 
100,000 

2,000,000 

1.100.000 
100,000 


100,000 

3.000. 000 

100,000 

9.200.000 

100,000 

100,000 

300.000 

3.700.000 

100.000 

2.000. 000 


100,000 
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Collection 

CD’s  and 
Savings 

Accounty 

Certificates 

Kernersville,  United  Citizens  Bank 

$ 108 

1 

Kings  Mountain,  Home  Savings  Ac  Loan  Assoc. 

1,100,000 

Kings  Mountain,  First  Federal  Savings  Ac  Loan  of  Kinfp  Mountain 

100,000 

Kinston,  East  Federal  Savings  Ac  Loan  Assoc. 

100,000 

Kinston,  First- Citizens  Bank  Ac  Trust  Co. 

817 

Kinston,  First  Financial  Saving  Ac  Loan  Assoc. 

1,600,000 

Kinston,  Mutual  Savings  Ac  Loan  Assoc. 

100,000 

Kinston,  Wachovia  Bank  Ac  Trust  Co.,  N.A. 

326 

Laurinburg,  Wachovia  Bank  Ac  Trust  Co.,  N.A. 

620 

Lenoir,  Citizens  Saving  Ac  Loan  Assoc. 

100,000 

Lenoir,  Mutual  Savings  Ac  Loan  Assoc. 

1,100,000 

Lenoir,  The  Bank  of  Granite 

372 

Lewiston,  Tarheel  Bank  Ac  Trust  Co. 

207 

Lexington,  Industrial  Federal  Staving  Ac  Loan  Assoc. 

100,000 

Lexington,  Lexington  State  Bank 

215 

200,000 

Lexington,  Perpetual  Savings  Ac  Loan  Assoc. 

100,000 

Lillington,  Bank  of  North  Carolina,  N.A. 

1,338 

Lillington,  Southern  National  Bank  of  N.C. 

754 

Lincolnton,  First  Federal  Savings  Ac  Loan  Assoc. 

100,000 

Lincolnton,  The  Northwestern  Bank 

762 

Louisburg,  United  Carolina  Bank 

621 

Lumberton,  Robeson  Savings  Ac  Loan  Assoc. 

1,100,000 

Lumberton,  Southern  National  Bank  of  N.C. 

5,545,000 

Lumberton,  United  Carolina  Bank 

450 

Macclesfield,  Southern  Bank  Ac  Trust  Co. 

100,000 

Madison,  Peoples  Bank  of  N.C. 

751 

Madison,  The  Northwestern  Bank 

645 

Manteo,  Planters  National  Bank  Ac  Trust  Co. 

1,303 

Manteo,  The  East  Carolina  Bank 

210 

Marion,  North  Carolina  National  Bank 

230,000 

Marion,  The  Northwestern  Bank 

911 

Marshall,  The  Northwestern  Bank 

558 

Mocksville,  Branch  Banking  Ac  Trust  Co. 

525 

Mocksville,  Central  Carolina  Bank  Ac  Trust  Co. 

399 

Monroe,  Family  Savings  Ac  Loan 

350,000 

Monroe,  Heritage  Savings  Ac  Loan  Assoc. 

1,300,000 

Monroe,  Security  Bank  Ac  Trust  Co. 

579 

Monroe,  United  Carolina  Bank 

788 

1,600,000 

Mooresville,  Mooresville  Federal  Savings  Ac  Loan  Assoc. 

100,000 

Mooresville,  Piedmont  Bank  Ac  Trust  Co. 

272 

Morehead  City,  First-Citizens  Bank  Ac  Trust  Co. 

868 

Morehead  City,  Wachovia  Bank  Ac  Trust  Co.,  N.A. 

723 

Morganton,  Surety  Savings  At  Loan 

1,100,000 

Morganton,  The  Northwestern  Bank 

115 

Morganton,  Wachovia  Bank  Ac  Trust  Co.,  N.A. 

846 

Mount  Airy,  The  Northwestern  Bank 

729 

Mount  Cilead,  Southern  National  Bank  of  N.C. 

1,250 
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Collection 

Accounts 


CD's  and 
Savings 
Certificates 


Mount  Holly,  Mutual  Building  & Savings  Assoc. 

$ 

$ 100,000 

Mount  Olive,  Southern  Bank  fit  Trust  Co. 

350,000 

Mount  Pleasant,  Piedmont  Bank  fit  Trust  Co. 

641 

Murphy,  Wachovia  Bank  & Trust  Co.,  N.A. 

1,074 

New  Bern,  Branch  Banking  fit  Trust  Co. 

295 

New  Bern,  First-Citizens  Bank  fit  Trust  Co. 

880 

New  Bern,  First  Federal  Savings  fit  Loan  Assoc. 

100,000 

Newland,  Avery  County  Bank 

217 

Newton,  The  First  National  Bank  of  Catawba  Co. 

233 

North  Wilkesboro,  First-Citizens  Bank  fit  Trust  Co. 

448 

North  Wilkesboro,  North  Wilkesboro  Savings  fit  Loan  Assoc. 

100,000 

North  Wilkesboro,  The  Northwestern  Bank 

803 

10,155,000 

Ocracoke,  The  East  Carolina  Bank 

234 

Oxford,  The  Planters  National  Bank  fit  Trust  Co. 

221 

Oxford,  The  Union  National  Bank 

1,759 

Pembroke,  Lumbee  Bank 

157 

300,000 

Pilot  Mountain,  Bank  of  Pilot  Mountain 

820 

Pineville,  United  Carolina  Bank 

175 

Plymouth,  Branch  Banking  fit  Trust  Co. 

631 

Plymouth,  Plymouth  Savings  fit  Loan  Assoc. 

100,000 

Plymouth,  The  Planters  National  Bank  fit  Trust  Co. 

734 

Raeford,  Raeford  Savings  fit  Loan  Assoc. 

100,000 

Raeford,  The  Bank  of  Raeford 

674 

Raleigh,  Carolina  Federal  Saving  fit  Loan 

1,900,000 

Raleigh,  First-Citizens  Bank  fit  Trust  Co. 

6,794,060 

Raleigh,  Mechanics  fit  Farmers  Bank 

16,602 

Raleigh,  North  Carolina  National  Bank 

483,956 

30,000,000 

Raleigh,  Raleigh  Savings  fit  Loan  Assoc. 

100,000 

Raleigh,  State  Bank  of  Raleigh 

518 

1,400,000 

Raleigh,  The  Fidelity  Bank 

655,000 

Raleigh,  United  Federal  Savings  fit  Loan  Assoc. 

1,000,000 

Raleigh,  Wachovia  Bank  fit  Trust  Co.,  N.A. 

10,209,088 

Reidsville,  First  Federal  Savings  fit  Loan  Assoc. 

1,250,000 

Reidsville,  First  National  Bank  of  Reidsville 

306 

Reidsville,  Mutual  Saving  fit  Loan  Assoc. 

100,000 

Reidsville,  Wachovia  Bank  fit  Trust  Co.,  N.A. 

99 

Roanoke  Rapids,  The  Planters  National  Bank  fit  Trust  Co. 

913 

Robbinsville,  Wachovia  Bank  fit  Trust  Co.,  N.A. 

821 

Rockingham,  Richmond  County  Bank 

657 

Rockingham,  Richmond  Federal  Savings  fit  Loan 

1,500,000 

Rocky  Mount,  Builders  Federal  Savings  fit  Loan  Assoc. 

2,100,000 

Rocky  Mount,  Citizens  Savings  fit  Loan  Assoc. 

100,000 

Rocky  Mount,  Home  Savings  fit  Loan 

100,000 

Rocky  Mount,  Peoples  Bank  fit  Trust  Co. 

341 

Rocky  Mount,  Planters  National  Bank  fit  Trust  Co. 

510 

Rocky  Mount,  Sun  Savings  fit  Loan  Assoc. 

100,000 

Roxboro,  Central  Carolina  Bank  fit  Trust  Co. 

1,466 
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Collection 

CD’s  and 
Savings 

Accounts 

Certificates 

Roxobel,  Southern  Bank  Ac  Trust  Co. 

$ 

$ 100,000 

Rutherfordton,  Independence  National  Bank 

22 

Rutherfordton,  The  Northwestern  Bank 

653 

Salisbury,  Security  Bank  Ac  Trust  Co. 

194 

Sanford,  Southern  National  Bank  of  N.C. 

300 

Sanford,  The  Carolina  Bank 

1,086 

Seven  Springs,  Southern  Bank  & Trust  Co. 

414 

Shallotte,  United  Carolina  Bank 

466 

Shelby,  First  National  Bank 

245 

Shelby,  Independence  National  Bank 

126 

Siler  City,  The  Carolina  Bank 

695 

Smithfield,  First  Federal  Saving  Ac  Loan 

100,000 

Smithfield,  First-Citizens  Bank  Ac  Trust  Co. 

487 

Smithfield,  First  National  Bank  of  Smithfield 

466 

820,000 

Snow  Hill,  First-Citizens  Bank  Ac  Trust  Co. 

341 

Southern  Pines,  First  Federal  Savings  Ac  Loan  of  Moore  Co. 

100,000 

Southern  Pines,  First  Union  National  Bank  of  N.C. 

300,000 

Southern  Pines,  Southern  National  Bank  Ac  Trust  Co. 

433 

Southport,  United  Carolina  Bank 

274 

Sparta,  The  Northwestern  Bank 

82 

Spindale,  Independence  National  Bank 

478 

Spring  Lake,  Southern  National  Bank 

67 

Spruce  Pine,  The  Northwestern  Bank 

402 

Statesville,  Security  Federal  Savings  Ac  Loan  Assoc. 

100,000 

Statesville,  The  Northwestern  Bank 

281 

Sunbury,  Farmers  Bank  of  Sunbury 

72 

Swans  boro,  First-Citizens  Bank  Ac  Trust  Co. 

643 

Swan  Quarter,  The  East  Carolina  Bank 

617 

Sylva,  Wachovia  Bank  Ac  Trust  Co.,  N.A. 

2,548 

Tarboro,  Branch  Banking  Ac  Trust  Co.,  N.A. 

584 

Taylorsville,  Taylorsville  Savings  Ac  Loan  Assoc. 

100,000 

Taylorsville,  The  Northwestern  Bank 

185 

Thomasville,  Home  Savings  Ac  Loan 

1,000,000 

Troy,  Bank  of  Montgomery 

506 

Troy,  The  Fidelity  Bank 

752 

Valdese,  Western  Carolina  Savings  Ac  Loan  Assoc. 

100,000 

Wadesboro,  United  Carolina  Bank 

803 

300,000 

Wadesboro,  The  First  National  Bank  of  Anson  Co. 

975 

250,000 

Wallace,  Branch  Banking  Ac  Trust  Co. 

317 

Walnut  Cove,  Peoples  Bank  of  N.C. 

1,528 

Walnut  Cove,  The  Northwestern  Bank 

973 

Warrenton,  Branch  Banking  Ac  Trust  Co. 

919 

Washington,  First-Citizens  Bank  Ac  Trust  Co. 

523 

Washington,  Home  Savings  Ac  Loan  Assoc. 

500,000 

Washington,  North  Carolina  National  Bank 

234,000 

Washington,  Seaboard  Savings  Ac  Loan  Assoc. 

100,000 

Washington,  Wachovia  Bank  Ac  Trust  Co.,  N.A. 

745 

Weldon,  Branch  Banking  Ac  Trust  Co. 

205 

West  Jefferson,  The  First  National  Bank 

204 
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CD’s  and 


Collection  Savings 

Accounts  Certificates 


Whiteville,  Columbus  National  Bank 

$ 

$ 300,000 

Whiteville,  Southern  National  Bank  of  N.C. 

674 

Whiteville,  United  Carolina  Bank 

465 

Williamston,  Branch  Banking  & Trust  Co. 

451 

Williamston,  First-Citizens  Bank  fit  Trust  Co. 

226 

Williamston,  Wachovia  Bank  & Trust  Co.,  N.A. 

812 

Wilmington,  Tidewater  Savings  fit  Loan,  Inc. 

100,000 

Wilmington,  Wachovia  Bank  & Trust  Co.,  N.A. 

982 

Wilson,  Atlantic  Savings  fit  Loan 

1,000,000 

Wilson,  Branch  Banking  fit  Trust  Co. 

870 

18,941,000 

Windsor,  Southern  Bank  fit  Trust  Co. 

1,974 

Winston-Salem,  First  Federal  Savings  & Loan  Assoc. 

1,600,000 

Winston-Salem,  Forsyth  Bank  fit  Trust  Co. 

1,116 

2,100,000 

Winston-Salem,  Forsyth  Savings  fit  Loan  Corp. 

100,000 

Winston-Salem,  The  Northwestern  Bank 

626 

Winston-Salem,  United  Citizens  Bank 

1,450,000 

Winston-Salem,  Wachovia  Bank  fit  Trust  Co.,  N.A. 

907 

22,000,000 

Winston-Salem,  Winston-Salem  Savings  fit  Loan 

100,000 

Woodland,  North  Carolina  National  Bank 

275,000 

Yadkinville,  Central  Carolina  Bank  fit  Trust  Co. 

457 

Yanceyville,  The  Northwestern  Bank 

288 

Zebulon,  Peoples  Bank  fit  Trust  Co. 

935 

TOTAL 

$17,612,204 

$212,967,000 

EXHIBIT  C 


LONG-TERM  FIXED  INCOME  INVESTMENT  FUND 

BALANCE  SHEET 
June  30,  1981 


ASSETS 

Cash 

Accrued  interest  receivable 

Fixed  income  investments  at  book  value 

Total  assets 

LIABILITIES  AND  PARTICIPANTS  EQUITY 

Undistributed  income 
Unclaimed  interest 
Deferred  commitment  fees 
Total  liabilities 

Participants  equity  (*) 

Total  liabilities  and  participants  equity 


$ 288,758,363 
85,453,578 
4,057,966,431 

$4,432,178,372 


$ 30,666,319 

566,503 
287,500 

31,520,322 

4,400,658,051 

$4,432,178,373 


*Net  assets,  at  cost 
Units  outstanding 
Unit  value 


$4,400,658,051 

4,400,658 

1,000 

EXHIBIT  D 


LONG-TERM  FIXED  INCOME  INVESTMENT  FUND 
INCOME  STATEMENT 
For  Fiscal  Year  Ended  June  30,  1981 


Interest  income  $343,507,233 

Earnings  from  Securities  Lending  1,195,317 

Earnings  from  Fail  Balances  291,284 

GNMA  forward  commitment  fees  and  miscellaneous  Income  433,979 

Net  gain  (loss)  on  sale  of  investments  196,453 

I ncome  before  expenses  345 , 624 , 266 

Management  expenses  allocated  (261,230) 

Net  income  $345,363,036 
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EQUITY  INVESTMENT  FUND 
BALANCE  SHEET 
June  30,  1981 


EXHIBIT  E 


ASSETS 

Cash 

Accrued  dividends  receivable 
Equity  investments  (book  value) 

Equity  investments  on  option  (book  value) 

Total  assets 

LIABILITIES  AND  PARTICIPANTS  EQUITY 

Undistributed  income 

Deferred  income  from  options  written 

Participants’  equity* 

Total  liabilities  and  participants  equity 


$ 39,897,779 
2,397,388 
570,485,150 
15,481,662 

$628,261,979 


$ 18,381,940 
294,710 
609,585,329 

$628,261,979 


*Net  assets,  at  market 
Units  outstanding 
Unit  value 


EQUITY  INVESTMENT  FUND 
INCOME  STATEMENT 
For  Year  Ended  June  30,  1981 

Dividend  income 
Earnings  from  Options  Writing 
Earnings  from  Securities  Lending 
Earnings  from  Fail  Balances 
Interest  income  on  Cash  Reserves 
Income  before  gains  (losses)  realized 
Net  gain  (loss)  on  sale  of  investments 
Net  income 


$705,722,569 

596,058 

1,224 

EXHIBIT  F 


$29,506,607 

3,128,657 

717,634 

52,552 

4,635,674 

37,770,794 

29,696,696 

$67,467,490 
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EXHIBIT  C 


SUMMARY  OF  TRUST  FUND  INVESTMENTS 
June  30,  1981 


Short-term  Fixed  Income 
Investment  Fund 


Retirement  Trust  Funds: 

Teachers’  and  State  Employees’ 

Amount 

Invested 

Yield 

Retirement  System 

Local  Governmental  Employees’ 

$ 49,281,476 

12.43 

Retirement  System 

Law  Enforcement  Officers’  Benefit  and 

8,809,158 

12.43 

Retirement  Fund 

2,754,863 

12.43 

North  Carolina  Firemen’s  Pension  Fund 

330,667 

12.43 

Uniform  Judicial  Retirement  System 

Uniform  Clerks  of  Superior  Court 

840,291 

12.43 

Retirement  System 

321,814 

12.43 

Uniform  Solicitorial  Retirement  System 

336,612 

12.43 

Total  Retirement  Trust  Funds 

Other  Trust  Funds: 

62,674,881 

12.43 

Death  Benefit 

6,125,599 

12.43 

N.  C.  Employee  Disability  Fund 

547,434 

12.43 

State  Treasurer’s  Escheat  Fund 

1,702,113 

12.43 

Trust  Funds  for  Education 

20,651,259 

12.43 

State  Property  Fire  Insurance  Fund 

Workmen’s  Compensation  Security  Fund 

369,302 

12.43 

(Mutual) 

4,731,045 

12.43 

Workmen’s  Compensation  Security  Fund  (Stock) 

5,814,033 

12.43 

UNC  - Insured  Student  Loan  Program 

6,488,236 

12.43 

UNC  Liability  Self  Insurance  Fund 

723,545 

12.43 

Total  Other  Trust  Funds 

47,152,566 

12.43 

Grand  Total  All  Trust  Funds 

$109,827,447 

12.43 

* Dividend  income  only 
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Long-term  Fixed  Income 

Equity 

Investment  Fund 

Investment  Fund 

Total 

Amount 

Amount 

Amount 

Invested  Yield 

Invested  Yield* 

Invested 

Yield 

$3,520,234,604 

9.00 

$498,586,065 

6.95 

$4,068,102,145 

8.79 

586,770,834 

9.00 

77,032,077 

6.95 

672,612,069 

8.81 

215,123,844 

9.00 

29,252,288 

6.95 

247,130,995 

8.80 

17,701,004 

9.00 

2,451,606 

6.95 

20,483,277 

8.81 

11,957,281 

9.00 

1,548,220 

6.95 

14,345,792 

8.98 

3,601,102 

9.00 

510,766 

6.95 

4,433,682 

9.01 

1,832,787 

9.00 

204,307 

6.95 

2,373,706 

9.31 

4,357,221,456 

9.00 

609,585,329 

6.95 

5,029,481,666 

8.79 

6,125,599 

12.43 

13,182,807 

9.00 

13,730,241 

9.14 

19,877,017 

9.00 

21,579,130 

9.27 

20,651,259 

12.43 

10,376,771 

9.00 

10,746,073 

9.12 

4,731,045 

12.43 

5,814,033 

12.43 

6,488,236 

12.43 

723,545 

12.43 

43,436,595 

9.00 

90,589,161 

10.79 

$4,400,658,051 

9.00 

$609,585,329 

6.95 

$5,120,070,827 

8.83 
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STATEMENT  OF  SECURITIES  HELD  IN  TRUST 

June  30,  1981 


EXHIBIT  H 


Description 

Par  Value 

Securities  Held  in  Safekeeping: 

Atlantic  & East  Carolina  Railroad  Company 

Deposit  to  Insure  Rental  Agreement 

Atlantic  & North  Carolina  Railroad  Company 
Treasury  Stock  (735  shares  common  stock) 
Department  of  Public  Education 

Literary  Loan  Notes 

$ 50,000 

73,500 

2,031,692 

Securities  Held  as  Good  Faith  Deposits: 

North  Carolina  Department  of  Agriculture 

North  Carolina  Department  of  Insurance 

North  Carolina  Department  of  Revenue 

North  Carolina  Industrial  Commission 

5,000 

107,135,480 

318,000 

1,160,000 

Securities  Held  as  Custodian: 

In  Treasurer’s  Vault 

Long-term  Fixed  Income  Investment  Fund* 
Short-term  Fixed  Income  Investment  Fund** 

By  Contractual  Custodian  Agreements 

Equity  Investment  Fund 

Long-term  Fixed  Income  Investment  Fund 
Short-term  Fixed  Income  Investment  Fund 

767,862,433 

212,967,000 

585,966,812 

3,328,460,000 

1,292,115,725 

Securities  Owned  by  the  State: 

North  Carolina  Railroad  Company 
(30,002  shares  common  stock) 

Atlantic  & North  Carolina  Railroad  Company 
(12,666  shares  common  stock) 

3,000,200 

1,266,600 

Securities  Held  by  Escrow  Agents  to  Secure 

Public  Deposits 

879,187,863 

$7,181,600,305 


* Corporate  Private  Placements,  GNMA’s  and  FHA  Project  Loans 

**  Certificates  of  Deposit  and  Savings  Certificates 
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EXHIBIT  I 


SUMMARY  OF  STATE  AND  LOCAL  GOVERNMENT 
DEBT  AND  AUTHORIZATIONS 
At  June  30,  1981 


Total 

Authorized 

General 

Revenue 

Outstanding 

and  Unissued 

Obligation 

Bonds 

Debt 

Bonds 

State  

$ 763,200,000 

$ 1,760,000 

$ 764,960,000 

$326,017,000  + 

State  Authorities 

and  Institutions  . 

— 

599,624,657 

599,624,657 

— 

763,200,000 

601,384,657 

1,364,584,657 

326,017,000 

Counties 

763,889,000 

95,477,000 

859,366,000 

180,268,000 

Cities  and  Towns . . 

814,625,096 

6,413,000 

821,038,096 

238,639,900 

Other  Political 

Subdivisions  . . . . 

30,489,500 

78,195,000 

108,684,500 

12,269,000 

1,609,003,596 

180,085,000 

1,789,088,596 

431,176,900 

$2,372,203,596 

$781,469,657 

$3,153,673,253 

$757,193,900 

+ Includes  $90,000,000  Bonds  ($45,000,000  Clean  Water  Bonds  of  1977,  Series  C and 
$45,000,000  Highway  Bonds,  Series  1981)  sold  on  June  9,  1981  and  issued  on  July  2, 
1981. 

Note:  1 This  Exhibit  does  not  include  Bond  Anticipation  Notes  and  Revenue 
Bond  Anticipation  Notes. 

2 Does  not  include  $775,000,000  North  Carolina  Municipal  Power  Agency 
Revenue  Bonds  and  $75,000,000  in  Revolving  Credit  Notes  that  are  payable 
solely  from  certain  revenues  and  pledged  fees  on  a take  or  pay  basis  as  pro- 
vided under  the  “Power  Sales  Agreement”  signed  by  nineteen  municipalities 
and  are  not  secured  by  taxes  of  any  kind. 


SCHEDULE  1-1 

OUTSTANDING  STATE  GENERAL  OBLIGATION  DEBT 

At  June  30,  1981 


General  Fund 

Public  School  Facilities  Bonds 
Clean  Water  Bonds 

Capital  and  Public  Improvement  Bonds 


Total  General  Fund 
Highway  Fund 

Highway  Bonds 

Total  General  and  Highway  Fund 


$306,204,401 

157,742,221 

80,253,378 

544,200,000 

219,000,000 

$763,200,000 
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SCHEDULE  1-2 


ANNUAL  DEBT  REQUIREMENTS  FOR  STATE  BONDS 
ISSUED  AND  OUTSTANDING 
At  June  30,  1981 


GENERAL  FUND  HIGHWAY  FUND 


Fiscal 

Principal 

Principal 

Year 

Principal 

& Interest 

Principal 

& Interest 

1981-82 

$ 31,500,000 

$ 59,762,550 

$ 16,000,000 

$ 28,055,500 

1982-83 

32,800,000 

59,564,000 

15,000,000 

26,211,500 

1983-84 

34,700,000 

59,703,000 

15,000,000 

25,471,500 

1984-85 

35,700,000 

58,824,500 

15,000,000 

24,723,500 

1985-86 

35,500,000 

56,652,000 

16,000,000 

25,005,000 

1986-87 

34,500,000 

53,760,500 

14,000,000 

22,268,000 

1987-88 

35,500,000 

52,801,000 

12,500,000 

20,056,500 

1988-89 

35,500,000 

50,860,500 

12,000,000 

18,890,500 

1989-90 

35,500,000 

48,994,500 

12,000,000 

18,182,500 

1990-91 

35,500,000 

47,197,500 

12,000,000 

17,474,500 

1991-92 

33,500,000 

43,423,500 

12,000,000 

16,762,500 

1992-93 

32,500,000 

40,654,500 

15,000,000 

19,025,500 

1993-94 

30,500,000 

36,989,500 

15,000,000 

18,130,500 

1994-95 

30,500,000 

35,377,500 

15,000,000 

17,230,500 

1995-96 

28,500,000 

31,840,000 

17,000,000 

18,288,000 

1996-97 

23,000,000 

24,935,000 

5,500,000 

5,945,500 

1997-98 

11,000,000 

11,880,000 

1998-99 

8,000,000 

8,335,000 

$544,200,000 

$781,555,050 

$219,000,000 

$321,721,500 

Note:  This  schedule  does  not  include  $90,000,000  Bonds  ($45,000,000  Clean 
Water  Bonds  of  1977,  Series  C and  $45,000,000  Highway  Bonds,  Series 
1981)  sold  on  June  9,  1981  and  settlement  was  on  July  2,  1981. 
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SCHEDULE  1-3 


STATE  BONDS  AUTHORIZED  AND  UNISSUED 
As  of  June  30,  1981 

Clean  Water  Bonds  of  1971 $ 8,000,000 

Clean  Water  Bonds  of  1977 198,000,000 

Higher  Education  Capital  Improvement  Bonds  of  1975  17,000* 

Highway  Bonds  of  1977 120,000,000 

$326,017,000* 


*It  is  not  expected  that  these  bonds  will  be  issued. 

includes  $90,000,000  Bonds  ($45,000,000  Clean  Water  Bonds  of  1977,  Series 
C and  $45,000,000  Highway  Bonds,  Series  1981)  sold  on  June  9,  1981  and 
issued  on  July  2,  1981. 
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SCHEDULE  1-4 


REVENUE  BONDS  AND  OTHER  INDEBTEDNESS  OF  STATE 
AUTHORITIES  AND  INSTITUTIONS 
At  June  30,  1981 


Appalachian  State  University $ 17,370,389 

East  Carolina  University 11,152,000 

Elizabeth  City  State  University 2,043,000 

Fayetteville  State  University 3,040,000 

North  Carolina  A & T University 5,967,000 

North  Carolina  Central  University 7,165,000 

North  Carolina  School  of  the  Arts 230,283' 

North  Carolina  State  University  at  Raleigh 20,343,870 

Pembroke  State  University 1,650,000 

University  of  North  Carolina  at  Asheville 1,246,600 

University  of  North  Carolina  at  Chapel  Hill 19,448,691 

University  of  North  Carolina  at  Charlotte 14,928,000 

University  of  North  Carolina  at  Greensboro 4,031,000s 

University  of  North  Carolina  at  Wilmington 13,360,564 

Western  Carolina  University 9,449,0413 

Winston-Salem  State  University 2,861,000 

North  Carolina  Housing  Finance  Agency 134,515,0004 

North  Carolina  Medical  Care  Commission 229,753,219s 

North  Carolina  State  Education  Assistance  Authority 89,670,000® 

North  Carolina  State  Ports  Authority 11,400,000 

Total $599,624,657 


‘Includes  $138,833  Escheat  Loan. 

‘Includes  $122,041  Escheat  Loan. 

’Includes  $40,000  Escheat  Loan. 

This  indebtedness  is  created  pursuant  to  authority  granted  to  the  North  Carolina  Hous- 
ing Finance  Agency  to  issue  revenue  bonds  for  housing  for  families  of  lower  income  as 
authorized  by  G.S.  122A-8. 

’This  indebtedness  is  created  pursuant  to  authority  granted  to  the  North  Carolina 
Medical  Care  Commission  to  issue  revenue  bonds  for  health  care  facilities  for  people  of 
North  Carolina  as  authorized  by  G.S.  131A-11. 

This  indebtedness  is  created  pursuant  to  authority  granted  to  the  State  Educational 
Assistance  Authority  to  issue  revenue  bonds  to  provide  funds  for  student  assistance  in  ob- 
taining an  education  beyond  the  high  school  level  as  authorized  by  G.S.  116-209.4. 

Source:  Chief  fiscal  officer  of  each  authority  or  institution. 

Notes:  1 The  State’s  full  faith  and  credit  are  not  pledged  to  the  payment  of  the  in- 
debtedness shown  above.  This  indebtedness  is  payable  solely  from  certain 
revenues,  pledged  fees  and  reserves  and  is  not  secured  by  taxes  of  any  kind. 

2 The  indebtedness  of  the  universities  and  schools  is  created  pursuant  to  au- 
thority granted  to  issue  revenue  bonds  for  student  housing,  student  activities, 
physical  education  and  recreation  facilities  as  authorized  by  G.S.  116-76  or 
116-187  to  198. 
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EXHIBIT  J 


TEACHERS’  AND  STATE  EMPLOYEES’  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 


Number 

Receiving 

Payment* 


555  13,934  17.450 


36015.210  22,209 


1973 


Death  Benefit 


Refunds 


Retirement  Benefits 


314  12,951  26,997 


375  14,182  32,173 


1977 


359  14,637  34624 


378  16,745  37028 


70  1607*39,784 


1980* 


210 


195 


180 


165 


150 


135 


120 


105 


90 


75 


60 


45 


30 


15 


•Death  Benefit  for  members  who  died  1/1/1980  or  later  paid  by  the  North  Carolina  Teachers’  and  State  Employees’ Benefit  Trust. 
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Payments  (million  dollars) 


EXHIBIT  K 


TEACHERS’  AND  STATE  EMPLOYEES’  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 

STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1980  and  1979 


December  31,  1980 


ASSETS 


Cash  on  deposit  with  State  Treasurer  $ 4,185,458 


Receivables: 

Accounts  receivable  36,224,281 

Interest  receivable  2,436,966 

38,661,247 


Investments: 

Long-term  Fixed  Income  Invest- 
ment Fund  - at  amortized  cost  3,304,369,865 

Equity  Investment  Fund  - at  cost  498,586,066 

3,802,955,931 

Total  assets  $3,845,802,636 


LIABILITIES  AND  RESERVE  BALANCE 


Current  liabilities: 
Accounts  payable 


$ 103,903 


Reserve  balances: 

Employee  Reserves 
Annuitant  Reserves 
Employer  Reserves 
Total  Reserve  balances  (net  assets) 
Total  liabilities  and  Reserve  balances 


1,130,533,506 

1,622,907,690 

1,092,257,537 

3,845,698,733 

$3,845,802,636 


December  31,  1979 


$ 4,399,851 


31,466,043 

4,873,307 

36,339,350 


2,946,820,102 

375,019,969 

3,321,840,071 

$3,362,579,272 


$ 6,027 


1,004,178,273 

1,441,221,832 

917,173,140 

3,362,573,245 

$3,362,579,272 
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SCHEDULE  K-l 


TEACHERS’  AND  STATE  EMPLOYEES’  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 

STATEMENT  OF  CHANGES  IN  EMPLOYEE  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 

1980  1979 


Additions: 

Employee  contributions  - regular 
Employee  contributions  - other 
Interest  credited  to  members’ 
accounts 

Transfers  from  other  systems 
Total  additions 


$ 153,236,168 
2,296,450 


137,279,288 

1,899,258 


38,794,329  34,433,638 

716,466  746,670 

195,043,413  174,358,854 


Deductions: 

Refunds  to  members  withdrawing 
Transfers  to  Annuitant  Reserve 
Total  deductions 


27,197,175 

41,491,005 

68,688,180 


24,378,893 

37,559,219 

61,938,112 


Net  additions  to  Reserve 


126,355,233  112,420,742 


Balance  of  Reserve  at  January  1 
Balance  of  Reserve  at  December  31 


1,004,178,273  891,757,531 

$1,130,533,506  $1,004,178,273 
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SCHEDULE  K-2 


TEACHERS’  AND  STATE  EMPLOYEES’  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 

STATEMENT  OF  CHANGES  IN  ANNUITANT  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 

1980  1979 


Additions: 

Transfers  from  Employee  Reserve 
Transfers  from  Employer  Reserve 
Investment  income 
Retired  members’  contributions  for 
military  service,  etc. 

Total  additions 


$ 41,491,005 

224,597,081 
91,923,886 

-0- 

358,011,972 


$ 37,559,076 

209,608,107 
81,248,518 

9,954 

328,425,655 


Deductions: 

Monthly  payments  to  beneficiaries 
Other  payments  to  beneficiaries 
Total  deductions 


175,276,976 

1,049,138 

176,326,114 


153,262,663 

1,003,257 

154,265,920 


Net  additions  to  Reserve 


181,685,858  174,159,735 


Balance  of  Reserve  at  January  1 
Balance  of  Reserve  at  December  31 


1,441,221,832  1,267,062,097 

$1,622,907,690  $1,441,221,832 
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SCHEDULE  K-3 


TEACHERS’  AND  STATE  EMPLOYEES’  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 

STATEMENT  OF  CHANGES  IN  EMPLOYER  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 


Additions: 

Employer  contributions  - regular 
Employer  contributions  - other 
Investment  income 
Other 

Total  additions 
Deductions: 

Transfers  to  Annuitant  Reserve 
Death  benefits  payable  under 
G.  S.  135-5(1)  ‘ 

Administrative  expenses 
Other 

Total  deductions 
Net  additions  to  Reserve 

Balance  of  Reserve  at  January  1 
Balance  of  Reserve  at  December  31 


1980 

1979 

$ 233,048,624 
916,032 
168,582,642 
31,924 

402,579,222 

$208,137,913 

2,770,492 

119,219,125 

639,773 

330,767,303 

224,597,081 

209,608,107 

858,118 

1,602,407 

437,219 

227,494,825 

4,305,792 

1,662,243 

391,660 

215,967,802 

175,084,397 

114,799,501 

917,173,140 

$1,092,257,537 

802,373,639 

$917,173,140 
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SCHEDULE  K-4 


VALUATION  BALANCE  SHEET 
ASSETS  AND  LIABILITIES  OF  THE  TEACHERS’  AND  STATE 
EMPLOYEES’  RETIREMENT  SYSTEM  OF  NORTH  CAROLINA 

As  of  December  31,  1979 

ASSETS 


Present  assets  of  system  creditable  to: 


Annuity  Savings  Fund 

Pension  Accumulation  Fund 

Total  present  assets 

$1,004,178,273 

2,358,394,972 

$3,362,573,245 

Present  value  of  future  contributions  by  members 

1,583,903,243 

Prospective  contributions  to  the  Pension  Accumulation 
Fund: 

Normal  contributions 

Accrued  liability  contributions 

Total  prospective  contributions 

Total  assets 

1,203,766,607 

1,329,124,107 

2,532,890,714 

$7,479,367,202 

LIABILITIES 

Present  value  of  past  and  future  contributions  by 
members  to  the  Annuity  Savings  Fund 

$2,588,081,516 

Present  value  of  benefits  payable  on  account  of 
beneficiaries  or  their  dependents  now  drawing 
allowances  from  the  Pension  Accumulation  Fund 

1,441,221,832 

Present  value  of  benefits  to  active  members  to  be  paid 
by  contributions  of  the  State  and  other  employers  into 
the  Pension  Accumulation  Fund 

3,272,174,008 

Reserve  for  the  increases  in  retirement  allowances  ef- 
fective July  1,  1980 

128,686,158 

Reserve  on  account  of  undistributed  gains 

Total  liabilities 

49,203,688 

$7,479,367,202 

George  B.  Buck  Consulting  Actuaries,  Inc. 
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EXHIBIT  L 


NORTH  CAROLINA  LOCAL  GOVERNMENTAL  EMPLOYEES’ 

RETIREMENT  SYSTEM 


Death  Benefits 


Refunds 


Retirement  Benefits 


72  3,741  2.469 


6 5 4,721  3.259 


90  5,240  4,148 


1975 


88  5.980  5696 


83  7,133  6.302 


1978 


101  8,082  7003 


19  7,238  7.706 


1980* 


21 


18 


15 


12 


* Death  Benefit  for  members  who  died  1/1/1980  or  later  paid  by  the  North  Carolina  Teachers’  and  State  Employee’  Benefit  Trust. 
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Payments  (million  dollars) 


EXHIBIT  M 


NORTH  CAROLINA  LOCAL  GOVERNMENTAL  EMPLOYEES’ 

RETIREMENT  SYSTEM 

STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1980  and  1979 


December  31,  1980  December  31,  1979 


ASSETS 


Cash  on  deposit  with  State  Treasurer  $ 2,868,311 


Receivables: 

Accounts  receivable 
Interest  receivable 


7,173,405 

385,028 

7,558,433 


Investments: 

Long-term  Fixed  Income  Invest- 
ment Fund  - at  amortized  cost 
Equity  Investment  Fund  - at  cost 

Total  assets 


544,689,251 

77,032,077 

621,721,328 

$632,148,072 


$ 2,435,210 


5,913,979 

734,764 

6,648,743 


470,610,313 

56,568,885 

527,179,198 

$536,263,151 


LIABILITIES  AND  RESERVE  BALANCES 


Current  liabilities: 
Accounts  payable 


$ 35,098 


$ 5,958 


Reserve  balances: 

Employee  Reserves 
Annuitant  Reserves 
Employer  Reserves 
Total  Reserve  balances  (net  assets) 
Total  liabilities  and  Reserve  balances 


196,281,923 

202,614,570 

233,216,481 

632,112,974 

$632,148,072 


166,387,698 

171,736,424 

198,133,071 

536,257,193 

$536,263,151 
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SCHEDULE  M-l 


NORTH  CAROLINA  LOCAL  GOVERNMENTAL  EMPLOYEES’ 

RETIREMENT  SYSTEM 

STATEMENT  OF  CHANGES  IN  EMPLOYEE  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 


1980 

1979 

Additions: 

Employer  contributions  - regular 
Employer  contributions  - other 

Interest  credited  to  members’ 
accounts 

Transfers  from  other  systems 

Total  additions 

$ 37,961,067 
1,123,585 

6,336,891 

595,243 

46,016,786 

$ 32,518,309 
1,696,227 

5,364,581 

573,448 

40,152,565 

Deductions: 

Refunds  to  members  withdrawing 
Transfers  to  Annuitant  Reserve 

Total  deductions 

10,099,831 

6,022,730 

16,122,561 

10,098,337 

5,494,337 

15,592,674 

Net  additions  to  Reserve 

29,894,225 

24,559,891 

Balance  of  Reserve  at  January  1 

Balance  of  Reserve  at  December  31 

166,387,698 

$196,281,923 

141,827,807 

$166,387,698 
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SCHEDULE  M-2 


NORTH  CAROLINA  LOCAL  GOVERNMENTAL  EMPLOYEES’ 

RETIREMENT  SYSTEM 

STATEMENT  OF  CHANGES  IN  ANNUITANT  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 


1980 

1979 

Additions: 

Transfers  from  Employee  Reserve 
Transfers  from  Employer  Reserve 
Investment  income 

Total  additions 

$ 6,022,730 
35,202,934 
11,230,530 

52,456,194 

$ 5,494,337 
33,051,683 
9,410,242 

47,956,262 

Deductions: 

Monthly  payments  to  beneficiaries 
Other  payments  to  beneficiaries 

Total  deductions 

21,392,825 

185,223 

21,578,048 

17,997,495 

160,653 

18,158,148 

Net  additions  to  Reserve 

30,878,146 

29,798,114 

Balance  of  Reserve  at  January  1 

Balance  of  Reserve  at  December  31 

171,736,424 

$202,614,570 

141,938,310 

$171,736,424 
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SCHEDULE  M-3 


NORTH  CAROLINA  LOCAL  GOVERNMENTAL  EMPLOYEES’ 

RETIREMENT  SYSTEM 

STATEMENT  OF  CHANGES  IN  EMPLOYER  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 


1980 

1979 

Additions: 

Employer  contributions  - regular 

$ 37,996,740 

$ 32,910,619 

Employer  contributions  - other 

2,771,190 

2,022,491 

Investment  income 

30,758,470 

22,325,778 

Other 

18,939 

257,526 

Total  additions 

71,545,339 

57,516,414 

Deductions: 

Transfers  to  Annuitant  Reserve 

35,202,934 

33,051,683 

Death  benefits  payable  under  G.  S. 

128-27  (1) 

218,580 

1,077,781 

Administrative  expenses 

453,196 

428,741 

Other 

587,219 

231,908 

Total  deductions 

36,461,929 

34,790,113 

Net  additions  to  Reserve 

35,083,410 

22,726,301 

Balance  of  Reserve  at  January  1 

198,133,071 

175,406,770 

Balance  of  Reserve  at  December  31 

$233,216,481 

$198,133,071 

91 


SCHEDULE  M-4 


VALUATION  BALANCE  SHEET 
ASSETS  AND  LIABILITIES  OF  THE  NORTH  CAROLINA 
LOCAL  GOVERNMENTAL  EMPLOYEES’  RETIREMENT  SYSTEM 

As  of  December  31,  1978 

ASSETS 


Present  assets  of  system  creditable  to: 


Annuity  Savings  Fund 

Pension  Accumulation  Fund 

Total  present  assets 

$ 141,827,807 
317,345,080 

$ 459,172,887 

Present  value  of  future  contributions  by  members 

295,362,532 

Prospective  contributions  by  participating  employers 
to  the  Pension  Accumulation  Fund: 

Normal  contributions 

Accrued  liabilities  contributions 

Total  prospective  contributions 

Total  assets 

$ 178,715,060 
88,296,531 

267,011,591 

$1,021,547,010 

LIABILITIES 

Present  value  of  benefits  on  account  of  past  and  future 
contributions  of  members  to  the  Annuity  Savings  Fund 

$ 437,190,339 

Present  value  of  benefits  payable  on  account  of  retired 
members  and  beneficiaries  now  drawing  allowances 
from  the  Pension  Accumulation  Fund 

141,938,310 

Present  value  of  benefits  to  active  members  to  be  paid 
by  contributions  of  the  participating  employers  into 
the  Pension  Accumulation  Fund 

430,633,394 

Reserve  held  for  future  increases  to  retired  members 
and  beneficiaries 

6,799,870 

Reserve  on  account  of  undistributed  gains 

Total  liabilities 

4,985,097 

$1,021,547,010 

George  B.  Buck  Consulting  Actuaries,  Inc. 
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EXHIBIT  N 


LAW  ENFORCEMENT  OFFICERS’  BENEFIT 
AND  RETIREMENT  FUND 

STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1980  and  1979 


December  31,  1980  December  31,  1979 

ASSETS 


Cash  on  deposit  with  State  Treasurer 

$ 1,167,333 

$ 1,007,865 

Receivables: 

Accounts  receivable 

1,692,489 

1,479,411 

Interest  receivable 

135,598 

338,449 

1,828,087 

1,817,860 

Investments: 

Long-term  Fixed  Income  Invest- 

ment  Fund  - at  amortized  cost 

200,831,237 

171,353,000 

Equity  Investment  Fund  - at  cost 

29,252,288 

27,600,000 

230,083,525 

198,953,000 

Total  assets 

$233,078,945 

$201,778,725 

LIABILITIES  AND  RESERVE  BALANCE 

Current  liabilities: 

Accounts  payable 

$ 338,227 

$ 126,395 

338,227 

126,395 

Reserve  balances: 

Employee  Reserves 

93,008,857 

83,041,762 

Annuitant  Reserves 

59,095,360 

45,969,078 

Employer  Reserves 

76,119,145 

68,789,965 

Separate  Benefit  Reserves 

4,517,356 

3,851,525 

Total  Reserve  balances  (net  assets) 

232,740,718 

201,652,330 

Total  liabilities  and  Reserve  balances 

$233,078,945 

$201,778,725 
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SCHEDULE  N-l 


LAW  ENFORCEMENT  OFFICERS’  BENEFIT 
AND  RETIREMENT  FUND 

STATEMENT  OF  CHANGES  IN  EMPLOYEE  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 


1980 

1979 

Additions: 

Employee  contributions  - regular 
Employee  contributions  - other 
Interest  credited  to  members’ 
accounts 

$12,317,940 

233,132 

3,178,190 

15,729,262 

$11,263,688 

102,977 

2,849,133 

14,215,798 

Deductions: 

Refunds  to  members  withdrawing 
Transfers  to  Annuitant  Reserve 

Total  deductions 

2,469,804 

3,292,363 

5,762,167 

2,815,261 

3,897,682 

6.712,943 

Net  additions  to  Reserve 

9,967,095 

7,502,855 

Balance  of  Reserve  at  January  1 

Balance  of  Reserve  at  December  31 

83,041,762 

$93,008,857 

75,538,907 

$83,041,762 
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SCHEDULE  N-2 


LAW  ENFORCEMENT  OFFICERS’  BENEFIT 
AND  RETIREMENT  FUND 

STATEMENT  OF  CHANGES  IN  ANNUITANT  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 


1980 

1979 

Additions: 

Transfers  from  Employee  Reserve 
Transfers  from  Employer  Reserve 
Investment  income 

Total  additions 

$ 3,292,363 
12,083,698 
3,380,026 

18,756,087 

$ 3,897,682 
8,741,832 
2,440,609 

15,080,123 

Deductions: 

Monthly  payments  to  beneficiaries 
Other  payments  to  beneficiaries 

Total  deductions 

5,627,905 

1,900 

5,629,805 

4,467,242 

28,347 

4,495,589 

Net  additions  to  Reserve 

13,126,282 

10,584,534 

Balance  of  Reserve  at  January  1 

Balance  of  Reserve  at  December  31 

45,969,078 

$59,095,360 

35,384,544 

$45,969,078 
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SCHEDULE  N-3 


LAW  ENFORCEMENT  OFFICERS’  BENEFIT 
AND  RETIREMENT  FUND 

STATEMENT  OF  CHANGES  IN  EMPLOYER  RESERVE 
For  the  Years  Ended  December  30,  1980  and  1979 


1980 

1979 

Additions: 

Employer  contributions  - regular 
Employer  contributions  - other 

Court  costs  received 

Investment  income 

Other 

Total  additions 

$ 5,935,199 
351,265 
1,645,736 
11,466,641 
90,666 

19,489,507 

$ 3,691,359 
136,000 
1,757,144 
9,245,519 
105,521 

14,935,543 

Deductions: 

Transfers  to  Annuitant  Reserve 
Administrative  expenses 

Other 

Total  deductions 

12,083,698 

67,052 

9,577 

12,160,327 

8,741,832 

87,691 

81,031 

8,910,554 

Net  additions  to  Reserve 

7,329,180 

6,024,989 

Balance  of  Reserve  at  January  1 

Balance  of  Reserve  at  December  31 

68,789,965 

$76,119,145 

62,764,976 

$68,789,965 
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SCHEDULE  N-4 


LAW  ENFORCEMENT  OFFICERS’  BENEFIT 
AND  RETIREMENT  FUND 

STATEMENT  OF  CHANGES  IN  SEPARATE  BENEFIT  RESERVES 
For  the  Years  Ended  December  31,  1980  and  1979 


1080 


1979 


Additions: 

Court  costs  received 
Insurance  dividends 
Investment  income 

Total  additions 


$ 822,868 
26,397 
354,089 

1,203,354 


$ 878,572 
17,978 
284,389 

1,180,939 


Deductions: 

Administrative  expenses 
Death  benefits  paid 
Insurance  premiums 
Total  deductions 


22,351  29,230 

208,000  300,000 

307,172  359,566 

537,523  688,796 


Net  additions  to  Reserve 


665,831  492,143 


Balance  of  Reserve  at  January  1 3,851,525  3,359,382 

Balance  of  Reserve  at  December  31  $4,517,356  $3,851,525 


97 


SCHEDULE  N-5 


VALUATION  BALANCE  SHEET 
ASSETS  AND  LIABILITIES  OF  THE  LAW  ENFORCEMENT 
OFFICERS’  BENEFIT  AND  RETIREMENT  FUND 
As  of  December  31,  1979 


ASSETS 

Present  assets  of  system  creditable  to: 

Regular  Contribution  Account 
Special  Contribution  Account 
Accumulation  Account 

Separate  Benefit  Fund  - Death  Benefit  Fund 
Separate  Benefit  Fund  - Insurance  Fund 
Total  present  assets  of  fund 
Present  value  of  future  contributions  by  members  to 
Regular  Contribution  Account 

Present  value  of  future  contributions  to  the  Accumula- 
tion Account: 

Normal  contributions 
Accrued  liability  contributions 

Total  prospective  contributions 

Present  value  of  future  contributions  to  the  Separate 
Benefit  Fund  on  account  of  death  after  retirement 
benefits 

Total  present  and  prospective  assets 

LIABILITIES 

Present  value  of  benefits  provided  by  members’  past 
and  future  contributions  to  the  Regular  Contribution 
Account 

Present  value  of  benefits  provided  by  members’  and 
employers’  contributions  that  have  been  accumulated 
to  date  in  the  Special  Contribution  Account 
Present  value  of  retirement  allowances  payable  from 
the  Accumulation  Account  to  retired  members  and 
beneficiaries 

Present  value  of  death  after  retirement  benefits 
payable  from  the  Separate  Benefit  Fund  - Death 
Benefit  Fund 

Reserve  available  in  the  Separate  Benefit  Fund  - In- 
surance Fund 

Present  value  of  benefits  to  be  paid  by  past  and  future 
contributions  in  to  the  Accumulation  Account  on  ac- 
count of  active  members 

Reserve  for  increases  to  retirees  and  beneficiaries  effec- 
tive July  1,  1980 

Total  liabilities 


$ 46,452,493 
36,589,269 
114,759,043 
1,646,732 
2,204,793 

$201,652,330 

87,364,958 


$ 64,504,464 
35,605,280 

100,109,744 


2,844,476 

$391,971,508 


$133,817,451 

36,589,269 

45,969,078 

4,491,208 

2,204,793 

164,497,168 

4,402,541 

$391,971,508 


George  B.  Buck  Consulting  Actuaries,  Inc. 
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EXHIBIT  0 


LAW  ENFORCEMENT  OFFICERS’  BENEFIT  AND  RETIREMENT  FUND 


Death  Benefits 


Refunds 


Retirement  Benefits 


S7  395  379 


65  451  420 


81  481  S62 


78  606  691 


607  80S 


96  702  976 


U.  5600 


2 610  1,092 


1 980* 


5200 


4800 


4400 


4000 


3600 


3200 


2800 


2400 


2000 


1600 


1200 


800 


400 


•Death  Benefit  for  members  who  died  1/1/1980  or  later  paid  by  the  North  Carolina  Teachers’  and  State  Employees’  Benefit  Trust. 
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Payments  (thousand  dollars) 


EXHIBIT  P 


UNIFORM  JUDICIAL  RETIREMENT  SYSTEM 
OF  NORTH  CAROLINA 

STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1980  and  1979 

December  31,  1980  December  31,  1979 


ASSETS 


Cash  on  deposit  with  State  Treasurer 

$ 446,480 

$ 464,789 

Receivables: 

Accounts  receivable 

272,248 

250,581 

Interest  receivable 

14,309 

18,978 

286,557 

269,559 

Investments: 

Long-term  Fixed  Income  Invest- 

ment  Fund  - at  amortized  cost 

10,952,843 

8,378,289 

Equity  Investment  Fund  - at  cost 

1,548,220 

1,300,000 

12,501,063 

9,678,289 

Total  assets 

$13,234,100 

$10,412,637 

LIABILITIES  AND  RESERVE  BALANCES 


Reserve  balances: 

Employee  Reserves 
Annuitant  Reserves 
Employer  Reserves 
Total  Reserve  balances  (net  assets) 
Total  liabilities  and  Reserves 


$ 2,776,885 
14,174,051 
(3,716,836) 

13,234,100 

$13,234,100 


$ 2,437,800 
10,304,559 
(2,329,722) 

10,412,637 

$10,412,637 
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SCHEDULE  P-1 


UNIFORM  JUDICIAL  RETIREMENT  SYSTEM 
OF  NORTH  CAROLINA 

STATEMENT  OF  CHANGES  IN  EMPLOYEE  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 


1980 

1979 

Additions: 

Employee  contributions  - regular 

Employee  contributions  - other 

Interest  credited  to  members’  accounts 
Transfers  from  other  systems 

$ 520,102 
16,046 
92,820 
16,609 

$ 470,596 
21,269 
76,850 
-0- 

Total  additions 

645,577 

568,715 

Deductions: 

Refunds  to  members  withdrawing 

Transfers  to  Annuitant  Reserve 

Total  deductions 

6,687 

299,805 

306,492 

20,211 

184,755 

204,966 

Net  additions  to  Reserve 

339,085 

363,749 

Balance  of  Reserve  at  January  1 

Balance  of  Reserve  at  December  31 

2,437,800 

$2,776,885 

2,074,051 

$2,437,800 
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SCHEDULE  P-2 


UNIFORM  JUDICIAL  RETIREMENT  SYSTEM 
OF  NORTH  CAROLINA 

STATEMENT  OF  CHANGES  IN  ANNUITANT  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 


Additions: 

Transfers  from  Employee  Reserve 
Transfers  from  Employer  Reserve 
Investment  income 
Retired  members’  contributions  for 
military  service,  etc. 

Total  additions 

Deductions: 

Monthly  payments  to  beneficiaries 
Other  payments  to  beneficiaries 

Total  deductions 

Net  additions  to  Reserve 

Balance  of  Reserve  at  January  1 
Balance  of  Reserve  at  December  31 


1980 


$ 299,805 

4,292,424 
611,965 

-0- 

5,204,194 


1,334,702 

-0- 


1,334,702 

3,869,492 

10,304,559 

$14,174,051 


1979 


$ 184,755 

2,468,827 
466,735 

-0- 

3,120,317 


1,180,581 

-0- 


1,180,581 

1,939,736 

8,364,823 

$10,304,559 
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SCHEDULE  P-3 


UNIFORM  JUDICIAL  RETIREMENT  SYSTEM 
OF  NORTH  CAROLINA 

STATEMENT  OF  CHANGES  IN  EMPLOYER  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 


1980 

1979 

Additions: 

Employer  contributions  - regular 

Employer  contributions  - other 

Investment  income 

Other 

Total  additions 

$2,649,898 

-0- 

298,047 

100 

2,948,045 

$2,380,433 

18,053 

194,539 

75 

2,593,100 

Deductions: 

Transfers  to  Annuitant  Reserve 

Death  benefits  payable  under  G.  S.  135-63 
Administrative  expenses 

Other 

4,292,424 

36,960 

5,775 

-0- 

2,468,827 

65,600 

4,041 

408 

Total  deductions 

4,335,159 

2,538,876 

Net  addition  to  Reserve 

(1,387,114) 

54,224 

Balance  of  Reserve  at  January  1 

Balance  of  Reserve  at  December  31 

(2,329,722) 

$(3,716,836) 

(2,383,946) 

$(2,329,722) 
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SCHEDULE  P-4 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF  THE 
NORTH  CAROLINA  UNIFORM  JUDICIAL  RETIREMENT  SYSTEM 

As  of  December  31,  1980 

ASSETS 


Present  assets  of  system  creditable  to: 

Anuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  present  assets 

Present  value  of  future  contributions  by  members 

Present  value  of  prospective  contributions  by  the  State 
to  the  Pension  Accumulation  Fund: 


$ 2,776,885 
10,457,215 

$13,234,100 

7,101,775 


Normal  contributions 
Accrued  liabilities  contributions 
Total  prospective  contributions 
Total  assets 


LIABILITIES 

Present  value  of  past  and  future  contributions  by 
members  to  the  Annuity  Savings  Fund 

Present  value  of  benefits  payable  on  account  of 
beneficiaries  or  their  dependents  now  drawing 
allowances  from  the  Pension  Accumulation  Fund 

Present  value  of  benefits  to  or  on  account  of  active 
members  to  be  paid  by  contributions  of  the  State  into 
the  Pension  Accumulation  Fund 


$18,476,449 

19,583,166 

38,059,615 

$58,395,490 


$ 9,878,660 


14,174,051 


33,881,798 


Reserve  for  increases  in  retirement  allowances  effective 
July  1,  1981 

Total  liabilities 


460,981 

$58,395,490 


George  B.  Buck  Consulting  Actuaries,  Inc. 
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EXHIBIT  Q 


UNIFORM  SOLICITORIAL  RETIREMENT  SYSTEM 
OF  NORTH  CAROLINA 

STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1980  and  1979 

December  31,  1980  December  31,  1979 


ASSETS 

Cash  on  deposit  with  State  Treasurer 

Receivables: 

Accounts  receivable 
Interest  receivable 


Investments: 

Long-term  Fixed  Income  Invest- 
ment Fund  - at  amortized  cost 
Equity  Investment  Fund  - at  cost 

Total  assets 


$ 154,890 


37,186 

3,340 

40,526 


1,768,669 

204,307 

1,972,976 

$2,168,392 


LIABILITIES  AND  RESERVE  BALANCES 


Reserve  balances: 

Employee  Reserves  $ 576,963 

Annuitant  Reserves  853,920 

Employer  Reserves  737,509 

Total  Reserve  balances  (net  assets)  2,168,392 

Total  liabilities  and  Reserve  balances  $2,168,392 


$ 196,550 


31,509 

3,623 

35,132 


1.251.677 
200,000 

1.451.677 

$1,683,359 


$ 477,620 
798,060 
407,679 

1,683,359 

$1,683,359 


105 


SCHEDULE  Q-l 


UNIFORM  SOLICITORIAL  RETIREMENT  SYSTEM 
OF  NORTH  CAROLINA 

STATEMENT  OF  CHANGES  IN  EMPLOYEE  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 


1980 

1979 

Additions: 

Employee  contributions  - regular 

$ 80,238 

$ 74,589 

Employee  contributions  - other 

-0- 

-0- 

Interest  credited  to  members’  accounts 

19,105 

15,729 

Transfers  from  other  systems 

-0- 

-0- 

Total  additions 

99,343 

90,318 

Deductions: 

Refunds  to  members  withdrawing 

-0- 

7,829 

Transfers  to  Annuitant  Reserve 

-0- 

23,165 

Total  deductions 

-0- 

30,994 

Net  additions  to  Reserve 

99,343 

59,324 

Balance  of  Reserve  at  January  1 

477,620 

418,296 

Balance  of  Reserve  at  December  31 

$576,963 

$477,620 
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SCHEDULE  Q-2 


UNIFORM  SOLICITORIAL  RETIREMENT  SYSTEM 
OF  NORTH  CAROLINA 

STATEMENT  OF  CHANGES  IN  ANNUITANT  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 


1980 

1979 

Additions: 

Transfers  from  Employee  Reserve 

$ -0- 

$ 23,165 

Transfers  from  Employer  Reserve 

90,234 

196,986 

Investment  income 

41,300 

35,312 

Retired  members’  contributions  for  Military 

service,  etc. 

-0- 

-0- 

Total  additions 

131,534 

255,463 

Deductions: 

Monthly  payments  to  beneficiaries 

75,674 

71,803 

Other  payments  to  beneficiaries 

-0- 

-0- 

Total  deductions 

75,674 

71,803 

Net  additions  to  Reserve 

55,860 

183,660 

Balance  of  Reserve  at  January  1 

798,060 

614,400 

Balance  of  Reserve  at  December  31 

$853,920 

$798,060 

107 


SCHEDULE  Q-3 


UNIFORM  SOLICITORIAL  RETIREMENT  SYSTEM 
OF  NORTH  CAROLINA 

STATEMENT  OF  CHANGES  IN  EMPLOYER  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 


1980 

1979 

Additions: 

Employer  contributions  - regular 

Employer  contributions  - other 

Investment  income 

Other 

$319,186 

-0- 

102,342 

-0- 

$294,501 

31,801 

61,142 

-0- 

Total  additions 

421,528 

387,444 

Deductions: 

Transfers  to  Annuitant  Reserve 

Death  benefits  payable  under  G.  S.  135-63 
Administrative  expenses 

Other 

90,234 

-0- 

1,464 

-0- 

196,986 

-0- 

1,027 

-0- 

Total  deductions 

91,698 

198,013 

Net  addition  to  Reserve 

329,830 

189,431 

Balance  of  Reserve  at  January  1 

Balance  of  Reserve  at  December  31 

407,679 

$737,509 

218,248 

$407,679 
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SCHEDULE  Q-4 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF  THE 
NORTH  CAROLINA  UNIFORM  SOLICITORIAL  RETIREMENT  SYSTEM 

As  of  December  31,  1980 

ASSETS 


Present  assets  of  system  creditable  to: 

Anuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  present  assets 

Present  value  of  future  contributions  by  members 

Present  value  of  prospective  contributions  by  the  State  to 
the  Pension  Accumulation  Fund: 

Normal  contributions 
Accrued  liability  contributions 

Total  prospective  contributions 
Total  assets 


LIABILITIES 

Present  value  of  past  and  future  contributions  by 
members  to  the  Annuity  Savings  Fund 

Present  value  of  benefits  payable  on  account  of 
beneficiaries  or  their  dependents  now  drawing 
allowances  from  the  Pension  Accumulation  Fund 

Present  value  of  benefits  to  or  on  account  of  active 
members  to  be  paid  by  contributions  of  the  State  into  the 
Pension  Accumulation  Fund 

Reserve  for  4 % increase  in  retirement  allowances  effec- 
tive July  1,  1981 

Total  liabilities 


$ 576,963 
1,591,429 

$2,168,392 

1,169,802 


$2,749,035 

1,810,129 

4,559,164 

$7,897,358 


$1,746,765 


853,920 


5,262,516 


34,157 

$7,897,358 


George  B.  Buck  Consulting  Actuaries,  Inc. 
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EXHIBIT  R 


UNIFORM  CLERKS  OF  SUPERIOR  COURT  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 

STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1980  and  1979 


December  31,  1980 


ASSETS 


Cash  on  deposit  with  State  Treasurer  $ 206,292 


Receivables: 

Accounts  receivable  66,217 

Interest  receivable  5,144 

71,361 


Investments: 

Long-term  Fixed  Income  Invest- 
ment Fund  - at  amortized  cost  3,279,256 

Equity  Investment  Fund  - at  cost  510,766 

3,790,022 

Total  assets  $4,067,675 


LIABILITIES  AND  RESERVE  BALANCES 


Reserve  balances: 

Employee  Reserves  $ 973,122 

Annuitant  Reserves  2,842,557 

Employer  Reserves  251,996 

Total  Reserve  balances  (net  assets)  4,067,675 

Total  liabilities  and  Reserve  balances  $4,067,675 


December  31,  1979 


$ 251,442 


58,991 

6,559 

65,550 


2.547.153 
400,000 

2.947.153 

$3,264,145 


$ 842,342 
2,394,187 
27,616 

3,264,145 

$3,264,145 


110 


SCHEDULE  R-l 


UNIFORM  CLERKS  OF  SUPERIOR  COURT  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 

STATEMENT  OF  CHANGES  IN  EMPLOYEE  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 


1980 

1979 

Additions: 

Employee  contributions  - regular 

Employee  contributions  - other 

Interest  credited  to  members’  accounts 
Transfers  from  other  systems 

Total  additions 

$130,023 

6,315 

32,871 

-0- 

$120,897 

13,670 

27,222 

-0- 

169,209 

161,789 

Deductions: 

Refunds  to  members  withdrawing 

Transfers  to  Annuitant  Reserve 

Total  deductions 

11,803 

26,626 

38,429 

-0- 

98,587 

98,587 

Net  additions  to  Reserve 

130,780 

63,202 

Ralance  of  Reserve  at  January  1 

Balance  of  Reserve  at  December  31 

842,342 

$973,122 

779,140 

$842,342 

111 


SCHEDULE  R-2 


UNIFORM  CLERKS  OF  SUPERIOR  COURT  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 

STATEMENT  OF  CHANGES  IN  ANNUITANT  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 


1980 

1979 

Additions: 

Transfers  from  Employee  Reserve 

$ 26,626 

$ 98,588 

Transfers  from  Employer  Reserve 

529,075 

601,107 

Investment  income 

130,919 

105,244 

Retired  members’  contributions  for 

military  service,  etc. 

-0- 

-0- 

Total  additions 

686,620 

804,939 

Deductions: 

Monthly  payments  to  beneficiaries 

238,250 

226,317 

Other  payments  to  beneficiaries 

-0- 

-0- 

Total  deductions 

238,250 

226,317 

Net  additions  to  Reserve 

448,370 

578,622 

Balance  of  Reserve  at  January  1 

2,394,187 

1,815,565 

Balance  of  Reserve  at  December  31  $2,842,557  $2,394,187 
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SCHEDULE  R-3 


UNIFORM  CLERKS  OF  SUPERIOR  COURT  RETIREMENT  SYSTEM 

OF  NORTH  CAROLINA 

STATEMENT  OF  CHANGES  IN  EMPLOYER  RESERVE 
For  the  Years  Ended  December  31,  1980  and  1979 


Additions: 

Employer  contributions  - regular 
Employer  contributions  - other 
Investment  income 
Other 

Total  additions 
Deductions: 

Transfers  to  Annuitant  Reserve 
Death  benefits  payable  under  G.  S. 
Administrative  expenses 
Other 

Total  deductions 

Net  addition  to  Reserve 

Balance  of  Reserve  at  January  1 
Balance  of  Reserve  at  December  31 


1980  1979 


$612,794  $563,337 

-0-  48,945 

143,043  95,433 

50  100 

755,887  707,815 


529,075  601,107 

-63  -0-  -0- 

2,432  1,773 

-0-  -0- 
531,507  602,880 


224,380  104,935 

27,616  (77,319) 

$251,996  $ 27,616 
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SCHEDULE  R-4 


VALUATION  BALANCE  SHEET 
SHOWING  THE  ASSETS  AND  LIABILITIES  OF  THE 
NORTH  CAROLINA  UNIFORM  CLERKS  OF  SUPERIOR  COURT 

RETIREMENT  SYSTEM 
As  of  December  31,  1980 

ASSETS 


Present  assets  of  system  creditable  to: 

Anuity  Savings  Fund 
Pension  Accumulation  Fund 
Total  present  assets 

Present  value  of  future  contributions  by  members 

Present  value  of  prospective  contributions  by  the  State 
to  the  Pension  Accumulation  Fund: 


$ 973,122 

3,094,553 

$ 4,067,675 

1,520,275 


Normal  contributions 
Accrued  liability  contributions 

Total  prospective  contributions 
Total  assets 


$ 3,940,043 
4,703,096 

8,643,139 

$14,231,089 


LIABILITIES 

Present  value  of  past  and  future  contributions  by 
members  to  the  Annuity  Savings  Fund 

Present  value  of  benefits  payable  on  account  of 
beneficiaries  or  their  dependents  now  drawing 
allowances  from  the  Pension  Accumulation  Fund 

Present  value  of  benefits  to  or  on  account  of  active 
members  to  be  paid  by  contributions  of  the  State  into 
the  Pension  Accumulation  Fund 
Total  liabilities 


$ 2,493,397 


2,842,557 


8,895,135 

$14,231,089 


George  B.  Buck  Consulting  Actuaries,  Inc. 
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EXHIBITS 


NORTH  CAROLINA  LEGISLATIVE  RETIREMENT  FUND 
STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1980  and  1979 

December  31,  1980  December  31,  1979 


ASSETS 

$44,750 

$44,750 


$ -0- 


44,649 

101 


$44,750 


SCHEDULE  S-l 

NORTH  CAROLINA  LEGISLATIVE  RETIREMENT  FUND 
STATEMENT  OF  CHANGES  IN  THE  FUND  BALANCE 
As  of  December  31,  1980  and  1979 


Cash  on  deposit  with  State  Treasurer  $45,867 

Total  assets  $45,867 


LIABILITIES,  RESERVE  AND  FUND  BALANCE 
Liabilities  $ -0- 

Reserve  for  contributions  42,436 

Fund  balance  3,431 

Total  liabilities,  Reserve  and 
fund  balance  $45,867 


Additions: 

Reimbursement  from  Legislative  Services 

1980 

1979 

Commission 

$92,586 

$ 99,072 

Transfers  from  Reserve  for  contributions 

4,919 

225 

Total  additions 

97,505 

99,297 

Deductions: 

Monthly  payments  to  beneficiaries 

Transfers  to  Reserve  for  contributions  for 

91,925 

98,100 

interest  earned 

1,650 

1,717 

Administrative  expenses 

600 

600 

Total  deductions 

94,175 

100,417 

Net  additions  to  fund  balance 

3,330 

(1,120) 

Fund  balance  at  January  1 

101 

1,221 

Fund  balance  at  December  31 

$ 3,431 

$ 101 
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EXHIBIT  T 


NORTH  CAROLINA  EMPLOYEE  DISABILITY  FUND 
STATEMENT  OF  ASSETS,  LIABILITIES  AND  RESERVE  BALANCES 

As  of  December  31,  1979  and  1978 


December  31,  1979 

December  31,  1978 

ASSETS 

Cash  on  deposit  with  State  Treasurer 

$ 3,124,121 

$ 2,457 

Investments: 

Long-term  Fixed  Income  Invest- 


ment  Fund  - at  amortized  cost 

11,724,818 

15,233,136 

Equity  Investment  Fund  - at  cost 

-0- 

-0- 

11,724,818 

15,233,136 

Receivables: 

Accrued  interest  receivable 

25,563 

304,300 

Due  from  beneficiaries 

for  overpayment 

101,634 

74,781 

127,197 

379,081 

Total  assets 

$14,976,136 

$15,614,674 

LIABILITIES  AND  RESERVE  BALANCES 

Current  liabilities: 

Accounts  payable 

$ -0- 

$ -0- 

Reserve  balances: 

Annuitant  Reserves 

10,713,067 

8,892,707 

Employer  Reserves 

4,263,069 

6,721,967 

Total  Reserve  balances  (net  assets) 

14,976,136 

15,614,674 

Total  liabilities  and  Reserves 

$14,976,136 

$15,614,674 

Note:  On  July  1,  1979  participation  began  in  three  investment  funds  or  pools 
established  by  the  State  Treasurer.  Cash  on  deposit  with  the  State 
Treasurer  is  invested  in  the  Short-term  Fixed  Income  Investment  Fund 
to  the  extent  of  the  average  daily  balance.  See  page  18  for  further  infor- 
mation about  the  investment  pools. 
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SCHEDULE  T-l 


NORTH  CAROLINA  EMPLOYEE  DISABILITY  FUND 
STATEMENT  OF  CHANGES  IN  THE  ANNUITANT  RESERVE 
For  the  Years  Ended  December  31,  1979  and  1978 


1979 

1978 

Additions: 

Employer  contributions 

Investment  income 

Transfer  from  Employer  Reserve 

Total  additions 

$ -0- 
588,173 
3,053,461 

3,641,634 

$ -0- 
514,182 
1,778,913 

2,293,095 

Deductions: 

Benefit  payments 

1,821,274 

1,647,096 

Total  deductions 

1,821,274 

1,647,096 

Net  additions  to  Reserve 

1,820,360 

645,999 

Balance  of  Reserve  at  January  1 

Balance  of  Reserve  at  December  31 

8,892,707 

$10,713,067 

8,246,708 

$8,892,707 

SCHEDULE  T-2 

NORTH  CAROLINA  EMPLOYEE  DISABILITY  FUND 
STATEMENT  OF  CHANGES  IN  THE  EMPLOYER  RESERVE 
For  the  Years  Ended  December  31,  1979  and  1978 


1979 

1978 

Additions: 

Investment  income 

Total  additions 

$ 594,563 

594,563 

$ 691,621 

691,621 

Deductions: 

Transfer  to  Annuitant  Reserve 

Total  deductions 

3,053,461 

3,053,461 

1,778,913 

1,778,913 

Net  additions  to  Reserve 

(2,458,898) 

(1,087,292) 

Balance  of  Reserve  at  January  1 

Balance  of  Reserve  at  December  31 

6,721,967 

$4,263,069 

7,809,259 

$6,721,967 
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SCHEDULE  T-3 


VALUATION  BALANCE  SHEET 
ASSETS  AND  LIABILITIES  OF  THE 
DISABILITY  SALARY  CONTINUATION  PLAN 
As  of  December  31,  1979 

ASSETS 


Present  assets 

Present  value  of  prospective  contributions 
Total  assets 


LIABILITIES 


Present  value  of  reported  and 
approved  claim  liabilities 

Present  value  of  pending  claim  liabilities 

Present  value  of  incurred  but  unreported 
claim  liabilities 

Total  claim  liabilities 

Reserve  against  future  employer  contributions 
Total  liabilities 


George  B.  Buck  Consulting  Actuaries,  Inc. 


$14,976,136 

-0- 

$14,976,136 

$ 4,799,515 
5,072,508 

841,044 

$10,713,067 

4,263,069 

$14,976,136 
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EXHIBIT  U 


NORTH  CAROLINA  PUBLIC  EMPLOYEES’  SOCIAL  SECURITY  AGENCY 
STATEMENT  OF  ASSETS  AND  LIABILITIES 
As  of  December  31,  1980 


ASSETS 


Cash  on  deposit  with  State  Treasurer  $ 1 >441,724 

Total  assets  $ 1,441,724 

LIABILITIES 

Advance  payments  by  participating  units  $ 1,422,917 

Due  to  units  for  small  balance  adjustments  l8?80? 

Total  liabilities  $ 1,441,724 


SCHEDULE  U-l 

STATEMENT  OF  RECEIPTS  AND  EXPENDITURES 
For  the  Year  Ended  December  31,  1980 


Additions: 

Contributions  deducted  from  payroll 

and  employer  matching  $484,643,267 

Total  additions  $484,643,267 

Deductions: 

Payments  to  United  States  Treasurer  523,747 ,845 

Refunds  to  member  units  112,368 

Total  deductions  523,860,213 

Net  additions  (39,216,946) 

Cash  on  deposit  with  State  Treasurer  at  January  1 40,658,670 

Cash  on  deposit  with  State  Treasurer  at  December  31  $ 1,441,724 
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EXHIBIT  V 


TEACHERS’  AND  STATE  EMPLOYEES’  BENEFIT  TRUST 
STATEMENT  OF  ASSETS,  LIABILITIES  AND  FUND  BALANCE 

As  of  December  31,  1980 


December  31,  1980 

ASSETS 

Cash  on  deposit  with  State  Treasurer 
Receivables: 

Accounts  receivable 
Interest  receivable 


Total  Assets 

LIABILITIES  AND  FUND  BALANCE 

Current  liabilities: 

Accounts  payable  $ _0- 

Fund  balance  4,904,477 

Total  liabilities  and  fund  balance  $4,904,477 


$4,124,926 

736,316 

43,235 

779,551 

$4,904,477 


SCHEDULE  V-l 


TEACHERS’  AND  STATE  EMPLOYEES’  BENEFIT  TRUST 
STATEMENT  OF  CHANGES  IN  THE  FUND  BALANCE 
As  of  December  31,  1980 


1980 


Additions: 

Employer  contributions  $8,791,947 

Investment  income  268,469 

Total  additions  9,060,416 


Deductions: 

Death  benefits  paid  4,131,715 

Administrative  expense  24,224 

Total  deductions  4,155,939 


4,904,477 

-0- 

$4,904,477 


Net  additions  to  fund  balance 
Fund  balance  at  January  1 

Fund  balance  at  December  31 
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EXHIBIT  W 


ESCHEAT  FUND 

COMPARATIVE  BALANCE  SHEET 
June  30,  1981  and  1980 

June  30, 

1981  1980 


ASSETS 


Cash  $ 2,113,853 

Investments  - net  book  value  19,877,017 

Accrued  interest  receivable  155,612 

Student  loan  defaults  54,635 

Total  $22,201,117 


LIABILITIES  AND  FUND  EQUITY 


Due  to  State  Educational  Assistance 
Authority  - net  income 

Fund  equity  (See  Note): 

Fund  balance  - principal: 
Reserved  for  refunds 
Current  years  escheats 
Dedicated  to  State  Educational 
Assistance  Authority  Revenue 
Bond  Indenture 
Total  fund  equity 
Total  liabilities  and  fund  equity 


$ 1,482,309 


4,934,159 

3,070,500 


12,714,149 

20,718,808 

$22,201,117 


$ 1,328,798 
16,393,270 
119,697 
58,198 

$17,899,963 


$ 1,176,309 


12,293,327 


4,430,327 

16,723,654 

$17,899,963 


Note  1 Effective  January  1,  1981,  the  law  controlling  the  Escheat  Fund  was 
amended  and  recodified  as  Chapter  116B  of  the  North  Carolina 
General  Statutes.  Among  other  changes  made  were  changes  which 
directly  affect  the  proper  accounting  and  reporting  of  Fund  Balance  - 
Principal.  Effectively  the  amendments  limited  refunds  to  an  amount 
determined  by  the  Statutes  as  of  January  1 of  each  year  plus  any 
amounts  received  during  the  year  from  escheats.  The  remaining 
balance  at  January  1 is  automatically  dedicated  to  the  revenue  bond 
indenture. 
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SCHEDULE  W-l 


ESCHEAT  FUND 

COMPARATIVE  STATEMENT  OF  CHANGES  IN  FUND  BALANCE* 

June  30,  1981  and  1980 


June  30, 


1981 

1980 

Beginning  fund  balance  - July  1 

$16,723,654 

$13,988,613 

Additions: 

Funds  escheated: 

Estates  and  trusts 

675,732 

94,788 

Clerks  of  State  courts 

381,734 

241,114 

State  and  federal  banks 

939,536 

512,062 

Savings  and  loan  associations, 
credit  unions  and  associations 

159,225 

104,871 

Insurance  companies 

500,258 

463,180 

Public  utilities,  membership 
corporations 

275,771 

448,248 

Issuers  of  money  orders, 
travelers  checks 

72,848 

160,121 

State  and  governmental  agencies 

502,309 

491,887 

Other  businesses 

642,101 

410,466 

Total  funds  escheated 
during  year 

$ 4,149,514 

$ 2,926,737 

Grand  total 

$20,873,16 8 

$16,915,350 

Deductions: 

Refunds  of  escheats 

$ 154,360 

$ 191,697 

Ending  Fund  Balance  - June  30 

$20,718,808 

$16,723,653 

* Reserve  for  Escheats  subject  to  refund. 


SCHEDULE  W-2 

ESCHEAT  FUND 

COMPARATIVE  INCOME  STATEMENT 
June  30,  1981  and  1980 

June  30, 

1981  1980 


Investment  income  $1,565,637.48  $1,235,431.65 

(83,328.72)  (59,122.24) 

$1,482,308.72  $1,176,309.41 


Less:  Administrative  expenses 
Net  income  - transferred  to  State 
Education  Assistance  Authority 
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DEPARTMENT  OPERATING  BUDGET 
Fiscal  Year  1980-81 
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